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DEPOSITED By THE 
UNITED STATES OF AMERICA 


TAXES ON INCOMES, INHERITANCES, AND GIFTS 


TUESDAY, APRIL 24, 1956 
Unirep States SENATE, 
SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, UU. 

The subcommittee met, pursuant to call, at 10 a. m. in room 424, 
Senate Office Building, Senator William Langer presiding. 

Present : Senators Langer and Dirksen. 

Also present: Wayne H. Smithey, member, professional] staff. 

Senator Lancer. The meeting will come to order. 

This is a hearing in connection with Senate Joint Resolution 25. 

(S.J. Res. 23 is as follows :) 


[S. J. Res. 28, 84th Cong., 1st sess. ] 


JOINT RESOLUTION Proposing an amendment to the Constitution of the United States 
relative to taxes on incomes, inheritances, and gifts 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled (two-thirds of each House concurring therein), 
That the following article is hereby proposed as an amendment to the Constitution 
of the United States, which shail be valid to all intents and purposes as part of 
the Constitution when ratified by the legislatures of three-fourths of the several 
States: 

““ARTICLE— 


“Section 1. The sixteenth article of amendment to the Constitution of the 
United States is hereby repealed. 

“Sec. 2. The Congress shall have power to lay and collect taxes on incomes, 
from whatever source derived, without apportionment among the several States, 
and without regard to any census or enumeration. The maximum top rate (a 
term which shall mean the aggregate of all top rates) of all taxes, duties, and 
excises which the Congress may lay or collect on, with respect to, or measured 
by, income shall not exceed 25 per centum: Provided, however, That the Con- 
gress by a vote of three-fourths of all the Members of each House may fix such 
a Imaximum top rate in excess of 25 per centum, for periods, either successive 
or otherwise, not exceeding one year each, if such rate so fixed does not exceed 
the lowest rate (a term which shall mean the aggregate of all lowest rates) by 
more than fifteen percentage points. Subject to the foregoing limitations, the 
rates of tax applicable to the incomes of individuals may be different from the 
rates applicable to the incomes of corporations, which term shall include also 
associations, joint stock companies, and insurance companies. The determina- 
tion of income subject to tax shall be by uniform rules of general application 
which shall not vary with the size of the income. 

“Sec. 3. The Congress shall have no power to levy or collect any tax, duty, or 
excise with respect to the devolution or transfer of property, or any interest 
therein, upon or in contemplation of or intended to take effect in possession or 
enjoyment at or after death, or by way of gift. 

“Sec. 4. Sections 1 and 2 shall take effect at midnight on the 3lst day of 
December following the ratification of this article. Nothing contained in this 
article shall affect the power of the United States after said date to collect any 
tax on, with respect to, or measured by, income for any period ending on or prior 
to said 31st day of December, levied in accordance with the terms of any law 
then in effect. 
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“Sec. 5. Section 3 shall take effect at midnight of the day of ratification of 
this article. Nothing contained in this article shall affect the power of the 
United States after said date to collect any tax with respect to any devolution 
or transfer occurring prior to the taking effect of section 3, laid in accordance 
with the terms of any law then in effect.” 


Senator Lancer. We had a hearing on this last year. This is a con- 
tinuation of that hearing. 

Senator Eastland, may I say Mr. McNeill notified us yesterday that 
we could only have this room until 2 o’clock. At that time there will 
be a hearing of the full Judiciary Committee on civil rights. We 
will work through, if we have to, in order to get your testimony. 

Mr. McNetuz. Thank you, Mr. Chairman. 

Senator Lancer. Mr. Smithey, will you read the telegrams into the 
record. 

Mr. Smiruey. Yes, sir. 

This telegram is addressed to yourself as presiding officer, dated 
April 24, 1956, over the names of Eugene A. Grasser and David J. 
Dessauer, of New Orleans, La. 


Will appreciate favorable consideration of amendment proposing 25 percent 
Federal ceiling tax. 


Another telegram, sir, is from T. Coleman Andrews, dated April 23, 
and it reads as follows: 


I cannot support Senate Joint Resolution 23 unqualifiedly, but I will be there 
in the morning to cooperate with you and your colleagues in the committee in 
any way you may think is desirable or helpful. 


Senator Lancer. Is he here? Keep that and call out his name in a 
few minutes. 


Mr. Smirney. Then another telegram is addressed to yourself as 
the presiding officer under date of April 24, 1956, reading as follows: 


I am informed the Western Tax Council, Inc., of whose advisory committee 
Col. Bluford H. J. Balter, one of the outstanding civic leaders of this city, is a 
member, meets with you April 25 regarding a hearing on an amendment proposing 
the 25 percent Federal ceiling tax. I am wholeheartedly in accord with the views 
of Colonel Balter and the Western Tax Council, Inc., as are numerous brother at- 
torneys of this city and State, and with them request most strongly the favorable 
action of you and your committee in this matter. Best wishes for your con- 
tinued success and many thanks. 


(Signed) JosepH A. Gowan. 


In addition, some previous telegrams you received from New Or- 
lean, La., under date of April 20, 1956, reading as follows: 


We are in favor of amendment proposing the 25 percent Federal ceiling tax. 
We will appreciate your favorable action in this matter. 
H. G. Kocu, 
President, Koch-Ellis Marine Contractors, Ine. 


Another telegram from New Orleans, April 21, 1956, is as follows: 


We are in favor of placing a 25 percent ceiling on Federal income tax. The 
members of this organization are opposed to excessive taxation and extravagance 
in Government spending of taxpayers’ money because it is leading to socialism 
and communism in the United States of America. Individual States and munici- 
palities are much in need of additional revenues with which to provide the 
facilities and services required respectively by their citizens. 

Since the Federal Government takes 82 cents out of every dollar available for 
taxes, the situation is becoming more critical each day. Please do your utmost 
to present a favorable report on the proposed bill being considered by your 
committee to place a 25-percent ceiling on Federal income taxes promptly in 
order to insure its final passage during this session of the Congress. 


ot. hn 
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Signed, J. D. Henderson, national managing director, American Association 
of Small Business, Inc., 431 Balter Building, 404 St. Charles Avenue, New 
Orleans 12, La. 

Another telegram under date of April 20 from New Orleans, La., 
addressed to “The United States Senators” reading as follows: 

DeaR SENATORS OF THIS VERY VALUABLE COMMITTEE: Regarding 25 percent 
Federal ceiling tax, Mr. Frank E. Packard will be present when the committee 
meets on Wednesday, April 25, 1956, at 10 a. m. I will appreciate your giving 
Mr. Packard your undivided attention and kindly favor Mr. Packard’s plea. He 
is doing a noble work for our United States of America that is now distressed on 
account of excessive Federal taxes above a limited Federal tax of 25 percent. 
Any consideration you give Mr. Packard will be appreciated by me and the 
various organizations I represent throughout the United States. 

With heart-filled thanks, 

Sincerely, 
Col. BLurorp H. J. BALTER. 

There was a similar telegram addressed to you from Mr. Balter. 

Senator Lancer. We have present here Mr. Wright Patman. Are 
there any other Congressmen here besides you ¢ 

Mr. Parman. I just arrived, Senator. I don’t know of any. 

Senator Lancer. We will hear you first, Mr. Patman. 


STATEMENT OF HON. WRIGHT PATMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF TEXAS 


Mr. Parman. I appreciate this courtesy, sir. 

I want to appear in opposition to this amendment, Senator Langer, 
and I have prepared some statements that I would like to read and 
elaborate on, too. 

I am happy to have this opportunity to appear before the Senate 
Judiciary subcommittee and testify on the proposal to set a 25-percent 
ceiling on Federal income, estate, and gift tax rates. I have appeared 
before a number of committees of Congress in the past in opposition 
to similar proposals. 

In addition, along with Senator Joseph C. O'Mahoney, in 1952 I 
had the honor to sponsor a study showing the consequences of this 
proposal for our lower income families, our independent small bus- 
inessmen, and our system of taxation based on ability to pay. 

This material was widely distributed. Since 1952, proponents of 
the constitutional amendment have suffered a number of setbacks. 

Between 1952 and 1956, the drive was blunted. if not turned back. 
A number of State legislatures rescinded previous action approving 
the limitation amendment. 

These include the following: Florida, Louisiana, Maine, Nebraska, 
and New Jersey. 

By the end of 1955, only 14 State resolutions still remained in ef- 
fect. Two-thirds of the States must approve under article V of the 
Constitution in order for Congress to cali a convention for proposing 
amendments. 

Now, I understand that the proponents claim that a State cannot 
rescind. My answer to that is: It is strictly a political question up 
to Congress. If Congress wants to consider it, they can, and if they 
do not want to, they don’t have to. There is no way to compel Con- 
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gress, and certainly no mandatory injunction can be put upon Con- 
gress to make them perform any particular duty. 

Furthermore, Mr. Chairman, these amendments proposed are not 
alike. They are all different; practically all. 

Now, there is some similarity in practically all of them, but they 
are not identical by any means, and of course, I imagine in the Consti- 
tution—I cannot say whether it is contemplated that they all just have 
the thought or idea or whether or not they should be identical. That 
is not important. 

But the point is that only 14 States have passed resolutions along 
this line where the legislatures have not rescinded them. 

Now, possibly South Carolina would make the 15th State, but the 
South Carolina resolution has not been certified to either the House 
or Senate, so it remains 14. 

Now, if I properly interpret article V of the Constitution, if it is 
submitted that way by the Congress, that is just a wide-open con- 
vention for any purpose on earth. You can bring in the most contro- 
versial issues possible. In other words, it would be like the constitu- 
tional convention called for the purpose of considering the revisions 
of the articles of the Confederation. 

Now, it was very definite. The Continental Congress said, we want 
you to revise the articles of the Confederation. That is your duty. 
And all the delegates were charged with that duty, they ignored it 
and, of course, rewrote the Constitution, which we think was a fine 
thing. They entirely rewrote the Constitution. 

That can be done if we were to call a constitutional convention on 
article V. The convention would not be restricted to just taxes and 
limitation of taxes. They could take up any question regardless of 
race, religion, prohibition, or anything else. Or they could rewrite 
the whole Constitution. 

Since the start of 1956, there has been a renewed drive to get across 
some limitation of the Federal power to levy income taxes. The legis- 
lature of South Carolina has been reported as approving a resolution 
in favor of the 25 percent limitation amendment. 

As a matter of fact, the former Commissioner of Internal Revenue. 
Mr. T. Coleman Andrews, has been writing articles and making 
speeches urging the abolition of the Federal income tax. 

Now, I know it would not be the desire of Mr. Andrews to follow 
the policy of our most outstanding Communistic or socialistic coun- 
try on earth, Russia. I know that is not his objective at all. He 
doesn’t have that in mind. 

Neither do the proponents of this resolution have that in mind. I 
certainly exonerate them from any feeling along that line. 

But at the same time, if we were to adopt what these gentlemen 
are proposing, we would have a system of taxation almost exactly like 
Russia. 

Now, Russia gets most of her taxes from the lower income groups 
through a turnover tax and a sales tax. That is the system that we 
would have to adopt here to take the place of the reduction in income 
taxes, i . ; 

Mr. Pacxarp. I beg your pardon. That is not our intention at all. 

Mr. Parman. I know it is not. 

Mr. Pacxarp. We are unalterably opposed to a sales tax. 
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Mr. Parman. You have got to raise the money, though. If you are 
opposed to a sales tax, you are just in favor of cutting out expendi- 
tures like old-age assistance 
Mr. Packarp. And free plane rides for all the Members of Con- 
gress and everybody connected with the Federal Government. 

Mr. Parman. I beg your pardon. 

Mr. Pacxarp. You heard me. 

Mr. Parman. May I have that repeated ? 

Mr. Pacxarp. Free plane rides for everybody connected with the 
Federal Government to Timbuktu—don’t you think we could econ- 
omize a little? 

Mr. Parman. We should economize at all times, on everything we 
can, not Just one time. 

Mr. Pacxarp. State and local and everybody. 

Mr. Parman. But we should not do it by a blunt instrument like 
the Constitution which would automatically make it impossible for 
Congress to carry out its obligations. I know there is more than one 
group that is interested in abolishing the veterans’ benefits, and they 

eel that if the Constitution were amended this way, that would auto- 

matically make it impossible for Congress to pay the amount that is 
going to veterans and thereby make it impossible to carry out the 
traditional policy of our Government in respect to veterans. 

There are a lot of people who don’t like social security. They don’t 
like old-age assistance. They don’t like any benefits flowing directly 
to the people. 

Now I am not questioning their right to do that. They have a per- 
fect right to believe that way, and I am not condemning them for it. 
Every person in this country has a right to his own opinion, and I 
am not criticizing them or condemning them for it, but there are a lot 
of people in this country who would like to use any method—like a 
change of the Constitution—to make it impossible for Congress to pay 
these benefits. They feel it would be the easiest way to do it. 

The renewal of this 16-year-old drive to place a ceiling on Federal 
income and estate tax rates by constitutional amendment comes at a 
time when people are growing restive about the heavy burden of taxa- 
tion which they have been bearing. 

It unquestionably will generate a good deal of sympathetic response. 
That is all the more reason why it is so important to explain to the 
citizens of the United States the implications of this drive against our 
present system of income taxes. 

The taxes which would be limited or abolished altogether by the 
proponents of the amendment—the individual income tax, the corpo- 
rate income tax, and the estate and gift tax—are widely regarded as 
the fairest sources of Federal revenue. 

They are the taxes that make our system a democratic system, that 
is, one which is based upon the taxpaying ability of our citizens. 

Unless Federal spending, most of which is for national security, is 
curbed drastically, a sharp reduction in revenues from income taxes 
would have to be made by some other form of taxation. 

The alternative forms are virtually all indirect taxes. They would 
take the form of a uniform manufacturers’ excise tax, such as proposed 
by the National Manufacturers Association, or a retail sales tax. 

In any case, these indirect methods of taxation would throw the 
burden of taxation on the lower income brackets and on small-business 
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men. It would enable those in the higher income brackets and the 
giant corporations to escape their fair share of taxation. 

It is estimated that limitation of Federal income and estate tax rates 
to a ceiling of 25 percent would result in a revenue loss of about 50 
percent from the current yield of the corporate tax; about 10 percent 
of the individual income tax yield, and a loss of about $250 million 
from the estate and gift taxes. 

‘The reductions in corporate taxes would account for a loss of about 
$11 billion; individual income tax liabilities might drop by about $3.5 
billion. Together with the probable decline of $250 million in estate 
and gift tax liabilities, the proposed amendment could reduce Federal 
revenues by about $15 billion, or close to 30 percent of income, estate, 
and gift tax revenues on the basis of calendar 1955 income levels. 
This would eliminate the budget surplus and plunge us into debt. In- 
stead of being able to apply some part of the surplus to debt reduction, 
we would be faced with a deficit of over $10 billion in fiscal 1957. 

I am in favor of balanced budgets at all times. I would favor 
any proposal that would keep Congress in session until we balance 
the budget. I don’t mean that we should at all times reduce the ex- 
penditures. If the expenditures are justified, we would probably have 
to raise taxes to make up for it. I don’t say it should be only to reduce 
expenditures. But we should reduce expenditures or raise the taxes 
to oifset the amount of the deficit. 

We should not have a deficit. I don’t think they are so harmful. 
Jt depends upon the situation of the country. We have got to have 
debt. If we didn’t have debt, we wouldn’t have money. 

No debt, no money. It is the capitalistic system, the finest and 
greatest on the earth. I am all for it. We have got to have a good 
banking system in order to make the economy profitable; in order to 
render the maximum public service. 

I am all for that. But we have got to have debts. If we were to 
attempt to pay off the national debt, for instance, say a substantial 
part of it, we would have a devastating depression, because we would 
cancel that much money. So, we have got to consider all these points 
in connection with this matter. 

We cannot always have deficit financing. Sometimes it is necessary 
and desirable that we have it. But generally we should have a balanced 
budget at all time, all things being equal. 

The injection of a large volume of spendable income into the hands 
of the wealthiest corporations and individuals would set off a terrific 
inflationary spiral. It would accelerate the merger trend and threaten 
the survival of independent businessmen. 

Giant firms would be provided with both the means and incentives 
of buying up independent competitors and monopoly would be 
strengthened. Like it is now, Senator, there is a triple bounty offered 
for the destruction of the independent businessman. 

Congress did not intend it. We would never vote for it directly, 
but in writing our tax laws and the regulations to implement the tax 
laws, we now have a situation where big concerns are offered not one 
bounty but three to destroy an independent businessman. 

J can give you a simple illustration. We will take a town, we will 
call it Podunk, and in that town there is a giant corporation, a na- 
tional concern that operates in many States in the retail business. 
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Across the street from that giant concern, from their retail outlet in 
Podunk, there is an independent merchant. 

Commencing, say, January 1, 1955, the giant concern was determined 
to destroy that independent merchant, and they commenced selling 
below cost. All right. Well, the independent would have to do some- 
thing too. He commenced selling below cost to meet competition. The 
result, we will say by the end of the year 1955, the giant concern had 
lost $100, 000. But it had forced out the independent competitor, which 
was worth $100,000 to the giant concern. He threw up his hands; 
went into bankruptcy. 

Now then, here is what could happen under that. The giant concern 
in the 52 percent bracket would charge off $100,000 as a business loss, 
thereby saving $52,000. That is the first bounty, $52,000. 

The next is that they can buy out the independent merchant across 
the street, buy out the stock, and then they can deduct the independ- 
ent merchant's $100,000 loss that he sustained in trying to save him- 
self. There is another bounty of $52,000. 

And then next the stock that they have purchased they have a right 
to rehabilitate and put it back into 100 percent position taxwise, and 
without paying a tax on it. There isa third bounty. 

In other words, just like a wolf or wildcat out in the West, a bounty 
is being offered for the scalp of the independent businessman, and 
they certainly have a hard enough time existing now. 

If you pass this amendment, they would be absolutely exterminated. 
They would not have any chance at all. 

The added flow of income into the hands of the wealthiest individ- 
uals would stimulate the quest for investment outlets. Since most 
of the giants—the blue chip corporations—do their financing with 
“costless capital”—that phrase is an important one. 

If you will notice last year, there was about $11 billion of undis- 
tributed earnings. After the corporations had paid all their operating 
expenses, including their employees, their raw materials, their income 
taxes and State taxes and all the taxes of all kinds, and after they 
paid the interest on their debts, and after they declared a dividend 
and after paying aH costs and dividends to the shareholders, they 
put aside $11 billion last year. That is appr oximately correct. 

That is “costless capital” to them. They have just increased the 
prices to the consumer and have taken that much extra. 

Now then, they use that extra, that costless capital, for expansion, 
and when you bought a commodity, an automobile, you paid an extra 
$100 for it which went into costless capital. You made an involuntary 
investment in that concern, but you don’t get any return on it. That 
is taking the money away from you and using it for the benefit of the 
existing stoc kholders. That is bec oming a major evil, Senator, in this 
country . Amajor evil. 

Now, what chance had a small concern in competition with a large 
concern that has costless capital to use? That concern does not have 
to go to the bank and borrow money. It does not have to go into the 
markets and sell debentures and stocks. 

They can get their capital from the consumers of America because 
of their dominant position and increased prices. That is costless 

capital again. 
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There would be a shortage of securities available for investment by 
these wealthy investors. They would use their extra income to bid 
up the prices of existing shares, and this could touch off a stock market 
spiral which would undermine the economy of our country. 

The tax savings for business would clearly benefit the giant firms, 
although it is small business that needs tax relief most. 

Now, I have a bill, Senator, that I hope you will consider. I don’t 
know if this is the place. It would place a graduated tax on corpora- 
tions like on individuals, would let the little man have some tax ad- 
vantage and place it on the top. 

Senator Lancer. What is the number of that bill? 

Mr, Parman. H. R. 9067. That means that we won’t have any loss 
at all. We will still collect the same amount of taxes. We just give 
the little man a break and take it off the fellows, say, above a billion 
dollars. I think the breaking point is $38 billion. Those below 
would have a tax advantage and those above would have to pay it. 
That is the idea behind it. It would eliminate the little bit of progres- 
sion that we now have in the corporate structure. I mean this 25 per- 
cent amendment. 

The corporate tax saving under the proposed 25-percent limitation 
would amount to 52 percent at the $1 million level; and only 17 per- 
cent of present taxes at the $25,000 profit level. 

The proposed amendment would further seriously undermine the 
already weakened competitive position of smaller firms. By forcing 
the smaller firms to assume a relatively larger share of the total 
corporate tax burden, it would accelerate the tendency to concentra- 
tion. Because of their predominance in the service and retail sales 
field, smaller firms would be the hardest hit by any resort to additional 
excise and retail sales taxes which would be necessary to make up for 
the decline in both corporate as well as individual tax liabilities. 

You have got to make it up somewhere; that is, if we continue to 
operate the Government in the interest of the people. And that is 
why I say that the Russian Government now has a tax system that 
would be comparable to the tax system that is proposed here. I 
reiterate there is no intention on the part of the sponsors to copy 
Russia’s system, and certainly they are not sympathetic with anything 
that Russia is doing. But, whether intended or not—unwittingly, we 
will say—they are placing our Government in the same position that 
Russia is in, getting the taxes from the poor folks on turnover and 
retail sales: and I don’t think we want to do that. 

Senator Lancer. Let the record show that Senator Dirksen has 
just come in. , 

Mr. Parman. The tax amendment would be detrimental to State 
and local government. It would bring pressure on the State and local 
government. It would curtail seriously the revenues that States and 
local governments are now receiving from the Federal Government. 

In this connection I have a table which I will not take the time to 
eo into now. I will not insert it right now because I want to insert it 
in connection with my remarks when I can explain it a little better. 

I would like to elaborate on it and I would like to have the privilege 
of extending. my remarks in connection with any relative, germane 
matter that I want to insert and I want to insert this table in particular. 

Senator Lancer. Permission is granted. 
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_ Mr. Patman. Many States would be compelled to either cut exist- 
ing services, increase their indebtedness, or raise local taxes. 

Placing a ceiling on Federal income and estate tax rates would im- 
pose a rigidity in our fiscal system that would impede the Federal 
Government’s ability to cope with an emergency or to promote stable 
economic conditions. 

We would be forced to resort to more and more reliance on in- 
direct forms of taxation which are regressive in their impact. These 
forms of taxation bulk largest in the countries with the lowest stand- 
ard of living, and with the greatest amount of political instability. In 
Italy, indirect sales, excises, manufacturers’ and similar regressive 
taxes accounted for 79 percent of total revenue in 1954. 

Direct income and corporate taxes produced only 21 percent. 

Take Greece, where indirect taxes make up 74 percent of total reve- 
nue—the standard of living is the lowest in Europe and inflation is 
rampant; or Spain, where indirect taxes also make up 74 percent of 
total taxes. In France, corporate and individual income taxes pro- 
vide only 27 percent of total revenue. 

And in Communist Russia most taxes are indirect. They rely 
heaviest on the turnover tax. 

In addition to the turnover tax, the sales tax—and most of the 
revenue is obtained in that way—and I repeat to Senator Dirksen, 
who just came in, with whom I have served so long in the House of 
Representatives and for whom I have high regard and great respect. 
He is on the other side of this. I am not criticizing him or censuring 
him for that. He has as much right to be on his side as I do on mine. 
but I do reiterate, if we were to adopt this amendment—the proponents 
don’t like anything that Russia does or is doing and they have no in- 
tention of doing anything that would compare with Russia—but if 
we were to adopt this proposal, our system of taxation would be al- 
most identical with the system of taxation they have in Russia today. 

Turnover tax, sales tax, indirect taxes on the poor—and exempt the 
large people from income taxes. 

As our economy continues to expand and our needs for national 
security and defense decline. we shall be able to reduce the tax burden 
without resorting to an inequitable form of taxation. We can look 
forward now to sizable tax reductions in the next year or two while 
maintaining our system of ability to pay. 

Let us keep the progressive tax structure that has given us the 
strongest economy on earth and the world’s highest standard of living. 

Senator Dirksen. I have only one observation to make. One of 
the cardinal things in the doctrine of Karl Marx was a very heavy 
graduated income tax. 

Mr. Parman. That is the reason I brought that up, Senator. That 
is being used and it can be used successfully. 

Senator Dirksen. Wasit or wasn’t it? 

Mr. Parman. I don’t know. 

Senator Dirksen. It was. 

Mr. Patman. Anyway, Russia doesn’t use that today. Russia is 
using the system that we would have if we adopted this proposal. 
That is the point I want to make. 

Senator Dirksen. Of course, I don’t accept that by any means, but 
T do know that the essence of Marxism is collectivism and socialization 
of the country. 
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_ One of the first things that Marx emphasized was a heavy progres- 
Sive Income tax. 

Mr. Parman. I understand that. But regardless of what Marx 
said, or Lenin or Stalin or the rest of them, Russia today raises most 
of its revenue from indirect taxes, turnover and retail sales, taxes di- 
rectly coming from the people, and if we were to adopt this amend- 
ment, Senator, we would be forced to accept some alternatives in order 
to raise a definite amount of revenue. 

Senator Dirksen. There is no proposal here to eliminate the income 
tax. Just put a ceiling on it. 

Mr. Parman. That is the first step, I think. But Mr. Andrews 
is advocating the eliminating of the income tax, and $13 billion would 
be taken off—if the figures I have are correct, Senator—just by the 
adoption of this 25 percent limitation. The figures were carefully pre- 
pared by experts and I believe they are correct, or substantially so. 

Mr. Packxarp. Do I understand the gentleman is contending that 
we do not have any sales taxes or indirect taxes now ? 

Mr. Parman. Yes. We have them now, and the States in particular. 
If we were to reduce the income taxes to where we could not get suffi- 
cient revenue, then we would have to invade the field of taxation that 
the States use principally now. 

In other words, talking about encroaching upon States rights, this 
would be a destruction of States rights in the field of taxation—in the 
field of retail sales and turnover taxes. 

This would be an aid to States rights propaganda. 

Mr. Dresser. May Lask a question ? 

Senator Lancer. Identify yourself for the record, please. 

Mr. Dresser. Robert P. Dresser, 15 Westminster Street, Providence, 
R. I. 

May I ask, Were you aware of the fact that the amendment you are 
discussing is entirely different from the amendment which is now 
under consideration ? 

Mr. Parman. I am just addressing myself to the theory that has 
been advanced, that we should limit taxation to the rich. That is all 
T am addressing myself to now. 

The whole general scheme is the thing. 

Now, they have some little differences about the estate taxes and 
corporate taxes and things like that. Essentially, I consider the pro- 
posal the same; to reduce taxes on the rich to help the poor. 

Mr. Dresser. May I suggest this, Mr. Congressman. The amend- 
ment that you are discussing is the amendment that was introduced 
many years ago in the State legislatures. It met objections to some 
extent that it limited the power of Congress to raise revenue. 

It has been changed very rapidly so that today there is no limita- 
tion whatsoever on the power of Congress to raise revenue from income 
taxes. All that is required is a three-quarters vote to save the 25- 
percent limitation. i, 

The one place where revenue is limited, and the only place, is in 
the estate and gift taxes, where the revenue is running less than $1 
billion. 

Mr. Parman. Well, of course. your idea there—I am acquainted 
with that amendment, too, Mr. Dresser. Your idea there is to leave 
the estate taxes to the States. That means that they could be in com- 
petition. 
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Come to Texas. Come to Florida. We have no estate taxes. There 
would be competition between the States. That is going on now. 

You have one other limitation to that amendment, if I am correct. 

I did not know that they were considering that particular amend- 
ment. I thought they were considering all of them. 

You cannot have a rate in excess of, say, 20 percent above the lower 
rate. 

Mr. Smivrury. Fifteen percent. 

Mr. Dresser. If you receive 25 percent. 

Mr. Parman. There is a severe limitation I don’t believe you men- 
tioned. That is a severe limitation. 

Mr. Dresser. It doesn’t limit the amount Congress may raise. 

Mr. Parman. It would limit it, though, to the extent that you 
wouldn’t make it more than 15 percent. In other words, the rich 
couldn’t pay more than 15 percent more above the poor. 

If you took everything away from the low-income group, you can 
take a little bit more from the higher income-tax group. The prin 
ciple is important. We don’t want to repeal the principle. We might 
use that some other time. 

Mr. Dresser. May I ask you, when you spoke of costless capital of 
the corporations, where do you think the c: apital shoul , come from if 
it doesn’t come from corporations and private investors 

Mr. Paratan. Tt shonld come from private investors a instead of 
making them pay $100 extra on an automobile to go into costless capi- 
tal for the automobile concern to expand its activities and its invest- 
ments and get returns on it from here on out. and thereby compelling 
me to invest $100 in them that I never get any return on, that only 
their stockholders get the benefit from, instead of that I think they 
ought to go into the open market and borrow money and give savers 
an opportunity to get a reasonable return on their money and their 
savings. 

That is what I think should be done. That is the competitive sys- 
tem. That is the private-enterprise system. The system we have now 
is more or less socialistic and bordering on communistic. 

Mr. Dresser. I .wonder if there might not be a limitation on the 
borrowing part. 

Mr. Parman. You mean upon the concern ? 

Mr. Dresser. Yes. 

Mr. Parman. No. Depending on the public. If the public wants 
to invest in a concern, it is up to them. 

Mr. Dresser. May I ask just one more question? You spoke about 
a bill to impose a graduated tax on corporations. 

Now, that is not particularly pertinent to the issue we are discussing 
here, but may I ask you if you do not believe that the real taxpayer 
in the case of a corporation is not the corporation itself but the stock- 
holders who own the stock ? 

Mr. Parman. No. It is the consumer who buys and pays the price 
that is high enough to not only pay the concern’s operating capital and 
the shareholders—the shareholders get their fair share. I am talking 
about the concerns where they give their shareholders a fair return. 

Mr. Dresser. I want to suggest, if I may, that in the case of an 
individual, it is perfectly clear that A may be taxed more than B. In 
the case of corporations, you may have the A. T. & T. with a million 
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shareholders. Over 200,000, maybe 300,000, of those stockholders have 
shares amounting to no more than 5, 5 shares or less. 

The owners of the small corporations frequently own very much 
larger amounts than a very large percentage of the stockholders in 
the big corporations. Therefore, if you tax large corporations at a 
higher rate simply because of their size than you do the small corpo- 
rations, what you are doing is discriminating against the small stock- 
holder. 

Mr. Parman. You are not going to hurt A. T. & T. But utilities 
generally handle their financing in the public interest more than the 
other corporations. Utilities generally go into the market and borrow 
on their funds either through bonds, by debentures or sale of stock. 

But most of the industrial concerns don’t do that. They get a large 
part of their capital for expansion out of the consumer, and that is not 
right. 

That is compelling the consumers to pay more than they should pay 
in order to let the existing stockholders profit, not only by that $100 
extra, but get returns on it from here on out. That is wrong. It is 
going on allthetime. It ought to be stopped. 

Mr. Harr. May I make an observation / 

Senator Lancer. Please identify yourself for the record. 

Mr. Harr. I am Merwin K. Hart, President of the National Eco- 
nomic Council of New York. 

First, the Congressman seems to see a greater merit in the balanced 
budget, and that is true, but that is not all of the picture. The budget 
should be balanced but if it is balanced so high that the people are 
taxed to death, there is very little advantage to the people. And sec- 
ondly, I would say this. You seem to think there is greater merit in 
debt. You said, no debts, no money. Well, 30 years ago, as we all 
remember, Secretary Mellon was not afraid of reducing the debt. In 
fact, he took what some people considered a great chance and reduced 
taxation to 25 percent, and immediately the receipts from the 25 per- 
cent started to go up. 

Mr. Parman. That can happen. It happened after this war. It 
can happen after any war when the rates are very high. But remem- 
ber this. Under our capitalistic system and theory of taxation and 
our taxation system in practice, and through the employment Act of 
1946, which is the only definite policy this Congress ever had, for the 
first time in history a major country went through a major war and 
did not suffer a devastating depression after that war. It is the first 
time in our history. 

Senator Lancer. Mr. Smithey, have you any questions? 

Mr. Smiruey. No, sir. 

Senator Lancer. I understand, Mr. Riley, you have to leave and 
you want to introduce somebody who is going to speak for you? 

Mr. Parman. Have you finished with me? 

Senator Lancer. Yes, unless somebody wants to ask questions. 

Mr. Parman. Thank you kindly for the opportunity of speaking. 

Senator Lancer. We can’t take your testimony now, but if you want 
to introduce somebody now 

Mr. Ritey. Mr. Ruttenberg is ready to present at any time. 


Senator Lancer. We will “call him a little later. 
identify yourself ? 
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Mr. Ritxy. My name is George D. Riley, legislative representative 
of the American Federation of Labor and the Congress of Industria! 
Organizations. The last time you had a hearing similar to this | 
presented the viewpoint of the then A. F.of L. Mr. Ruttenberg at that 
time presented it for the CIO. I have asked him this time to do the 
combined job at the pleasure of the committee. 

Senator Lancer. All right. At the appropriate time we will call 
him. 

Mr. Packarp. I just want to get one thing straight. When the 
Congressman fussed about people drawing benefits—now, I draw bene 
fits from the Government. I even draw soldier’s pension. I wouldn't 
want that shut off. I would be in favor of any kind of a chance if they 
start fussing with that. I am not at this time going to indulge in any 
facetiousness or my well-known humor. I am going to ask my assist- 
ant—he is a well-known public relations man and he advises us in 
many ways. I have a prepared statement, but in view of my handi 
cap—I am almost totally blind—I am going to ask him to read my 
statement. 


STATEMENT OF FRANK E. PACKARD, EXECUTIVE VICE PRESIDENT, 
WESTERN TAX COUNCIL, PRESENTED BY A. A. IMBERMAN 


Mr. ImperMAN. The action of the South Carolina Legislature on 
March 27, 1956, is most significant for this hearing. In a resolution, 
the South Carolina Legislature asked the Congress of the United 
States to submit an amendment to the States limiting Federal income- 
tax rates to some reasonable ceiling. Viewed as an isolated event, the 
South Carolina action might not be too significant. But South Caro- 
lina is the 31st State legislature to act favorably on this proposition, 
which indicates that there is widespread sentiment about the need for 
a ceiling on Federal income-tax rates. 

As a result of the educational work of the Western Tax Council, 30 
States have preceded South Carolina in enacting this tax-limitation 
resolution. These States are: Alabama, Arkansas, Delaware, Florida, 
Georgia, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, 
Massachusetts, Michigan, Mississippi, Montana, Nebraska, Nevada, 
New Hampshire, New Jersey, New Mexico, Oklahoma, Pennsylvania, 
Rhode Island, South Dakota, Texas, Utah, Virginia, Wisconsin, and 
Wyoming. 

Under article V of the Constitution, if two-thirds, or 32, of our 
States petition it to do so, Congress must submit such an amendment 
to the States for ratification. Then three-quarters, or 36 States, must 

‘atify it if it is to become part of the Constitution. Thus, one more 
State is needed in order to get congressional action on the council’s 
proposal. 

May I add at this point that copies of the official resolutions by these 
State legislatures are all on file with the Secretary of the United States 
Senate. 

What constitutional provisions do these State resolutions want to 
change? The 16th amendment to our Constitution says that Congress 
can levy income taxes without limit. For those who have never actu- 
ally looked at the language of that 16th amendment, here it is: 

78203—56——2 
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The Congress shall have power to lay and collect taxes on incomes, without 
apportionment among the several States, and without regard to any census or 
enumeration. 


The first income-tax law enacted after the adoption of this amend- 
ment provided a 2-percent tax, and this only on the highest income-tax 
brackets. Today, the lowest rate is 20 percent; the highest is $7 
percent. 

It is this unlimited power to tax incomes which the States wish to 
change. The constitutions of most of our 48 States limit the State’s 
taxing power; 43 State constitutions even limit the right to borrow. 
All local governments, by law or charter, operate under restrictions 
limiting their taxing power in relation to local wealth. Only the Fed- 
eral taxing power is without limit. 

Individual taxpayers, pretty much uniformly in every part of the 
country, want to limit Federal tax rates. The high Federal rates, 
plus inflation due to unbalanced Federal budgets, force everybody 
to run hard just to stay in the same place. For e xample, for a tax- 
payer to stay even with his former standard of living he would have 
to earn much more today than he did in 1939. The table shows exactly 
how difficult that is. 

I will give some examples and put the table in the record. 

To stay even, if you got $2,500 in 1939, if you were married and had 
2 children, you would have to get $5.612 in 1956 to have the same 
amount of money left over after taxes. 

To stay even with 1939, if vou got $5,000 in 1939, you would need 
$12,050 today. 

If you got $10,000 in 1939, you need $26,435 today to stay even, and 
so on. 


If you got this in 1939: You must get this in 1956: 
$1, 200 $2, 364 
$1, 800 $3, 840 
$2, 500 $5, 612 
$3, 000 $6, 986 
$4, 000 $9, 467 
$5, 000 $12, 050 
$7, 500 $19, 029 

$10, 000 $26, 435 
$15, 000 $46, 175 
$25, 000 $99, 136 


Businessmen, and particularly small-business men, don’t like high 
Federal tax rates for two reasons : 

First, high taxes mean high prices, and no businessman likes high 
prices; lower prices enable him to sell more, keep more men employed, 
and earn more for his company. 

Second, high corporate taxes and high prices necessitate a larger 
working capital to start a new business or expand an old one. This 
also holds true as to inventory, the investment in tools and equipment, 
and costs generally. High taxes and high prices require larger work- 
ing capital and, for small and medium-sized business, working capital 
is often the biggest wolry. 

To argue that cutting income-tax rates would hurt small business 
is silly. “Small business can take care of itself if the Federal Govern- 
ment were limited in its taxing powers. The taxpayer in the case 
of the large corporation is the shareholder, an outsider, usually. The 
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taxpayer in the case of the small business is the small-business owner 
himself. 

These and many other considerations account for growing public 
interest in a constitutional limit on Federal tax rates. 

Back in 1938, the Western Tax Council was organized in Chicago 
to deal precisely with that problem. At that time, no one expected 
such confiscatory taxation as we have today; still, the council's 
founders wanted something done about limiting the Government's 
take from our income. After exhaustive research, the group decided 
that a limit of 25 percent on income taxes—both personal and cor 
porate—was not unreasonable; it would still allow the Federal Gov 
ernment to raise enough revenues on which to operate efficiently. 

The figure of 25 percent as a safe ceiling was based on the discovery 
that in the late 1920’s the top income-tax bracket was 24 percent, after 
liberal deductions. At that, Washington has been able to balance the 
budget, to pay off about one-third of the national debt, and to cance! 
several billions in loans to foreign countries. If a 24-percent ceiling 
allowed all that in the twenties, there is powerful plausibility to that 
limit even today. 

The Western Tax Council, therefore, proposed a constitutional 
amendment to limit Federal income, gift, and inheritance taxes to 
25 percent. 

The one objection to the council’s proposal is the fear that a limit 
on Federal income-tax rates would cripple Federal operations. How 
ever, the record shows unequivocally that higher tax yield results from 
lower tax rates. The period from 1925 to 1930 is a good example. 

In that period, in the table I will put in the record, the maximum 
rates were dropped from 40 to 24 to 20 percent and personal exemp- 
tions went up from $2,000 to $2,500 and to $3,500 in 1927, while credit 
for each dependent went up from $1,000 to $1,500. Despite all those 
tax reductions, total internal revenues in 1925 were $2.5 billion. In 
1930 they were over $3 billion. In spite of all those tax reductions, the 
tux yield went up during that period. And the Federal debt weit 
down. 

The paradox of larger tax yields on lower tax rates is no puzzle. 
A tax system which cuts heavily into capital, and into consumer in- 
cme, thereby reduces the amount of productive labor and capital and, 
in the long run, lowers the tax yield. On the other hand, a tax sys- 
tem which encourages the use of more money in producing goods an« 
services; which permits more capital for wage payments, for pur- 
chase of machinery and for expansion and sales—such a system re- 
sults in more tax yield because it stimulates production, which is 
the only source of all taxes. 

Objection to a constitutional limit on income-tax rates is some- 
times put in another way; a tax ceiling means a tax cut, it is said, 
and a 25 percent ceiling means a large revenue loss. 

How much will be lost to the Federal Government if income-tax 
rates are limited? If the ceiling were 25 percent (and all other rates 
sealed down progressively), the annual tax loss to the Federal Gov- 
ernment is estimated at $13.3 billion, according to Secretary of the 
Treasury, George M. Humphrey. This assumes that, when taxes are 
cut. the Government really loses that much total revenue; and that 
the Government doesn’t obtain additional revenue from the increased 
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spending by relieved taxpayers. But this assumption, as we have seen, 
is contrary to the experience of the late 1920’s. And another demon- 
stration is now at hand. 

When Congress cut manufacturers’ and retailers’ excise taxes early 
in 1954, the Treasury’s estimate was that the revenue loss would 
amount to $2 billion. But the report of the Internal Revenue Service. 
comparing the actual collections in the 12 month period from April 
1, 1954, to April 1, 1955, comparing collections in that period with 
collections in the preceding year when the old, higher rates applied, 
that comparison disproved the estimate rather stunningly. In every 
instance, the cut in excise rates was accompanied by a rise in sales 
volume which partially or wholly offset the direct tax loss. For ex- 
ample, on electric, gas and oil home appliances (except air condi- 
tioners), a cut from 10 to 5 percent in the manfacturers’ excise tax 
produced a sales gain of $217 million. Or, to cite another example, 
with a cut in taxes from 15 to 10 percent on local phone service, the 
dollar volume of the phone traffic rose by $447 million. 

The Treasury predicted a $2 billion tax loss. But the actual direct 
tax loss was under $600 million—less than a third of the estimate. 

Yet was there really a tax loss? When annual sales of the differ- 
ently taxed items went from $10 billion to $14 billion, immediately 
after taxes were cut, obviously more people were being employed in 
the production and distribution of these commodities; and more 
wages and profits were being earned. Thus, taxes on these new ac- 
tivities undoubtedly made up for the $600 million direct loss on low- 
ered excise taxes. 

All students of the Hoover Commission report agree that, if its ad- 
ministrative and legislative proposals were made effective, the Fed- 
eral Government would save as much as $7.5 billion annually. This 
has nothing to do with cutting social security benefits, veterans’ bene- 
fits, and anv other forms of welfare benefits for the underprivileged. 
The Western Tax Council does not favor cutting any of the welfare 
programs. 

And yet there is always great sobbing whenever anyone suggests a 
cut in Federal expenditures. The commonest complaint is that such 
cuts will affect our national security; and, if true, this would be a 
serious argument. One hears a great deal about how the current 
budget is dominated by national defense and the protection of peace : 
by contrast, the scope of Government spending for all other purposes 
is minimized. 

But the fact is that the upward trend in nondefense expenditures is 
quite pronounced. 

There is a table here on the cost of the Federal Government, which 
will be put in the record. That is, on the cost of the Federal Govern- 
ment except for national defense, foreign aid, aid to veterans, and 
interest on the public debt. The table goes from fiscal year 1947, 
when the cost of Government was $5.700,000,000 except for these 4 
items. In the proposed budget in 1957, that same cost of Federal 
Government is up to $11,400,000,000, and all through the intervening 
years the cost has gone up directly. | 
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Cost of Federal Government (exrcept for national defense, aid abroad, aid for 
veterans, and interest on the public debt) 


Fiseal year: Millions | Fiscal year—continued : Williona 
TOOT ois. nr one -Jovisun! G5 TRF} 1953- , 10, 386 
a eee 4, 632 | 1954____- 8, 240 
i Ne 8, 198 | ge 10, 579 
NS ote ee cpeea 9, 389 | 1956_ is 11, 264 
ON tle oh ds Lae a Se Ue 6, 665 | 1957 (proposed budget ) 11, 400 
Is he lhe oe ee Bt td 7, 383 | 


The Western Tax Council believes—and evidently 31 State legis 
latures agree—that the best way to bring about an increased national 
income, with resultant larger and more stable Federal revenues, is to 
limit income tax rates by constitutional amendment. 

Such an amendment is now before Congress. The amendment limits 
Federal income taxes to a maximum rate of 25 percent but permits 
Congress, by a vote of three-fourths of the Members of each House, to 
exceed that rate at any time without limit. If the top rate is to exceed 
25 percent, however, it can never be more than 15 percentage points 
above the bottom rate. For example, if the bottom rate were 15 per- 
cent, the top rate could not exceed 30 percent; if the bottom rate were 
20 percent, the top rate could not exceed 35 percent. But as long as 
the top rate does not exceed 25 percent, there is no restriction at all on 
the bottom rate. It could, for example, be 1 percent of 14 of 1 percent. 
This provision would make every taxpayer want to keep the top rate 
down to 25 percent, as compared with the present rate of 87 percent: 
and to keep the bottom rate no higher than 10 percent as compared 
with the present bottom rate of 20 percent. 

The proposed amendment does not prescribe the top rate that Con- 
gress may impose in emergencies. Hence, it cannot be. argued that 
the amendment impairs the Government’s power to raise needed 
revenue during either war or peace. However, by tying the top and 
bottom rates together, it cements the united self-interest of all tax- 
payers—a force which would keep tax rates within reasonable bounds. 

Who stands to gain most by such tax limitations? Obviously, rich 
men will gain. Would the average taxpayer benefit ? 

Under a 25 percent tax ceiling, the progressive principle will still 
operate. If the top bracket is then 25 percent, the rate will be scaled 
all the way down to 1 percent for people with the lowest incomes. 
The amendment is based on the expectation that all income-tax rates 
will be graded down proportionately. In addition, lower income taxes 
would mean lower prices on manufactured goods; and that is of vast 
importance to every man supporting a family. The Western Tax 
Council does not want to substitute any sales or manufacturers’ tax 
for the income tax. 

The average man has given some thought to this proposal. In 
September, 1951, the Gallup Poll tried to find out how many people 
favored a 25 percent income-tax limit. The result: 59 percent were 
for it, 31 percent opposed: and 10 percent without opinion. In July, 
1952, the Gallup Poll took another look. That later result was this: 
68 percent now favored the idea; 25 percent opposed it, and only 7 
percent had no opinion. 

As far as the fear that the Western Tax Council's proposal would 
lead to a “wide-open” convention, may I say that I have published a 
series of legal articles in various legal journals showing that Congress 
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has sufficient power to limit the action of any Constitutional conven- 
tion. I shall place these legal articles in the record. Moreover, there 
is no need for a Constitutional convention. Congress can write the 
tax-limiting amendment itself, and that would eliminate any of the 
alleged dangers of a Constitutional convention. 

Now, 31 States are already backing the Western Tax Council’s pro- 
posed amendment. We know there is still a road ahead of us. But all 
we ask of the Congress of the United States is to give the people a 
chance to vote on this proposition. This can be accomplished by Con- 
gress drafting the amendment quickly, and then submitting it to the 
State legislatures for ratification. If the Gallup Polls are any indi- 
cation, then we have some evidence of what the people want in the way 
of tax limitation. We, therefore, pray for speedy action on the 
part of Congress in submitting this proposed amendment to the States. 

Senator Lancer. Any questions, Senator Dirksen ? 

Senator Dirksen. I have just one observation to make, Mr. Chair- 
tian, and probably this is as good a time as any to make it. 

I came to Washington to Congress in 1933. I am drawing a little 
on memory, of course, but as I recollect, the whole Federal budget 
for all purposes was then about $3.5 billion. If I remember correctly, 
we had paid the national debt back to roughly $17 billion. That may 
vary a little, but for practical purposes the figure will do. 

In the 22-odd years that I have served in the House and the Senate, 
[ have seen a peacetime budget go from $3.5 billion to as high, I expect, 
us the top peacetime budget of $73 billion, or a little more, and I have 
seen the public debt go from $16.5 billion to as high as $267 billion 
or more. 

Now, I can well understand the feeling that is in the minds of peo- 
ple today, that this thing will get out of hand, and I believe it accounts 
in large measure for the interest that has been manifested at every level 
in our country. 

I have served, Mr. Chairman, for nearly 16 years on the Appropria- 
tions Committee of the House or the Appropriations Committee of 
the Senate. I do not pretend to be an expert, but I know pretty well 
what the testniques are and I know pretty well what they do. 

More and more the fiscal problem becomes bigger and the difficulty 
of the people in the Senate and the House trying to deal with all these 
manifold functions becomes greater. So much of this receives inade- 
quate attention because of the factor of time and because the volume 
of work with which Members deal has grown to amazing dimensions. 
That simply adds to the anxiety of the people in the country, when 
you are dealing with a taxing body that has no limits whatsoever. 

There are limits on localities, limits on counties, there are limits on 
States that they cannot exceed, and the other thing is that when they 
try to exceed them, the representatives of the people are just a little 
closer to the people and they have a chance to get at them. But here 
it is a very impersonal structure that is far from home. 2,500 miles 
from California, 800 miles from where I live, and we do the best we 
can, of course, with this. But there is a growing anxiety that we shall 
finally reach a combined tax rate that is not only confiscatory but that 
woes over the deep end so far as diminishing returns are concerned. 
~ JT am not an expert in this field, Mr. Chairman. I have noticed 
some of the articles written by an Australian professor of economics. 





ret nonin 








: 
3 
. 


| 





TAXES ON INCOMES, INHERITANCES, AND GIFTS 19 
I have noticed the articles that were written here. I have followed 
the articles that were written by Mr. Dresser from time to time. So, 
they comprehend by economic laws and the wisdom that they have 
that we are moving to the point now in a consolidated tax table at the 
local and State and National levels that conceivably can jeopardize 
the national health and vitality and expansive character of our whole 
economy. 

Now, then, I think the key to all this, of course, is the very last state- 
ment Mr. Imberman made in his prepared statement, namely, I believe 
in going back to primary sources now and then. I remember hear- 
ing , Charles Evans Hughes when he was Chief Justice of the United 
States address a joint. session of Congress. | suppose it was the 
sesquicentennial of our country, in which he said, “Every so often 
you have to go to the primary power, and the primary power in this 
country is the people.” 

So, I believe that it is wise for the Congress to go back to the people 
now and then and simply ask their advice and say, “What do you 
think? Here is a proposal and you can register on it.” 

Whether these limits in this joint resolution, for which I have a 
cosponsoring part, is correct, I do not know. But I think this essen- 
tial point must be made: The House and Senate are at liberty to 
change it if they think it is too low. They can raise it or they can 
lower it. But certainly neither the House nor the Senate can work 
its will on a fundamental proposal like this until the committee that 
has jurisdiction reports it and says, “Here it is.’ 

Now, what do you want to do? And when they have examined it 

and discussed it and if they are w illing to report it favorably by the 
requisite vote under the Constitution, it then goes to the people and 
the people do not have to accept it but they do have a right to discuss 
it in their State Legislatures, or if they make provision for special 
convention to consider the matter. I think it would be healthy for 
the country at a time like that to let’ such a proposal go to the people 
and say “What do you think?” You discuss it. You go down and 
talk with the members of your legislature. You go to Springfield or 
to Bismarck or Albany or H: wrisburg or wherever your legislature 
convenes or wherever your convention meets and you listen in on the 
discussion. Perhaps you will want to put in on it, but at least you are 
back to primary sources and that is consonant with the very funda- 
mental character of this country. 

So, let Congress take a look. Get it through the face of the House 
and Senate. I always regret that my old friend, Wright Patman 
from Texas, can become a little invidious and undertake to put a 
Communist tag on an approach of this kind. Of course, it is not new 
and if that gentleman were sitting here I would say it to his face as 
I have said it before. He tries to be a little dem: igogic about it. I have 
seen him in action for more than 16 years on the floor of the House 
when we served together, and I think it is an entirely unfair approach. 
If he has such an abiding interest in the public well-being, he ought 
to be one of the first to say, “Let the people pass on it.” Iam willing. 
I feel that way about the Bricker resolution which we have in this 
very committee, Mr. Chairman, ee we once got to a vote on the 
Senate floor and which was not approved because it lacked a single 
vote of the constitutional vote required. 
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As you know I offered substitute language to that resolution. It is 
that on the Senate Calendar. I have said it to all and sundry, if 
there is some anxiety about the rights and the safeguards of the peo- 
ple, if they are afraid that under this interesting world setup that 
confronts us today, that there may be an intrusion on their consti- 
tutional rights by international organizations of one kind, I think 
the people have a right to pass upon it. It is still their Government 
and if it isn’t, then I would like to know. I would like to know now. 
But if I read the Constitution correctly, in the preamble, it says, 
“We the people of the United States.” That is still good political 
and economic gospel in my book, and so if they don’t want it they 
can reject it. But I do believe in this day and age when tax rates 
are high, when the tax take is high, and when every mailbag that 
comes to my office yields a great increment of letters which clamor 
and demand a little bit of tax relief, the least that the Congress can 
do is, in the language of the South Carolina Legislature, put a reason- 
able limit upon this unrestricted power that the Federal Government 
now enjoys, and then let the people say whether it is right or wrong. 
In my book, that is how simple this is, and as for the loss in revenues, 
I have an idea that your estimate of that situation is pretty nearly 
correct, at least our experiences in other records of years indicate 
that there has been an improvement in the revenue situation where 
a diminution on their spending power as a result of the long hand 
of the tax collector has actually improved the situation. I can’t say 
of knowledge that that is right or wrong. I do not know. I would 
be the last to pretend I am an expert in this field, but I always look 
balefully and with considerable doubt upon the rather inflexible esti- 
mates that are made, which say, “Oh, you will invite some kind of 
condign punishment and some kind of condign penalty on the peo- 
ple and their well-being.” Let the people decide. 

What is before us here is the invocation of the process that the 
Constitution makers set up. If the Constitution is to be amended, 
there are two ways to do it, and let us embrace one or the other of 
these devices and send it out and say to the people: “There you are. 
What do you think of this?” 

I wanted to add that thought. 

Senator Lancer. I wish to commend my distinguished colleague 
on his very eloquent talk. I just wish he had given the same talk 
when he had the constitutional amendment on direct election of the 
President by popular vote. 

Mr. McNett. I would like to hear the Senator elaborate a little on 
this communistic origin of the income tax by Engels. 

Senator Dirksen. It isn’t necessary, and others are better equipped 
than I, but I may add that there is this one thought at present, Mr. 
Chairman. 

I think now and then it would be a very wholesome thing, indeed, 
not only for members of the House and Senate but for people gen- 
erally, and particularly that very large group that are interested in 
public affairs, to go back to primary sources; by that I mean to send 
over to the Congressional Library and to get Mr. Marx’ Manifesto, 
itself, instead of reading so much comment. 
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Some great Biblical scholar said many years ago that people read 
all the commentaries and books on the Bible, but the ‘vy never go back 
and read the Bible, itself. It is so much better to go back and read 
the original word. 

So I sent over and got the Manifesto, and I refreshed myself on it, 
and do it every once in a while. It was done by this bearded school 
teacher called Karl Marx, who lived in Bonn, Germany. The Mani- 
festo was written in 1848. So if you take the trouble to spell out the 
general approach of Karl Marx, it is there. High in his lexicon was 
of course, the use of this t: xing powe r in order to level off the coun- 
tries and bring about a situation of state socialism. 

So I need make no further comment than to go back to the author 
of socialism, and we must remember, of course, that communism is 
only a step farther than socialism. It might be interesting to note, 
too, that the Soviets still do not refer to “communism.” I have no 
recollection of those things I read in Marx and Lenin and Engels and 
Stalin that they ever referred tocommunism. They called their coun- 
try, the Union of Soviet Socialist Republics, and they speak of social 
ism. Socialism is only a method of control, and the liquidation of 
a profit capitalistic system that has done so much for this Republic. 

So I will just say to Mr. Patman, he ought to send over to the 
Library and get the Manifesto and read it. It will be good for his 
soul. 

Mr. Martrn. Is there some provision in the Marx philosophy about 
estates? Heritages? 

Senator Dirksen. Of course. They want to liquidate inheritances 
entirely. 

Mr. Marri. Abolition of ail right of inheritance. Is that it 4 

Senator Dirksen. Yes. 

Senator Langer. Will you call your next witness. 

Mr. Smirney. Mr. T. Coleman Andrews. 

Mr. Anprews. I want to say I had not planned to come here and 
make a statement today. As I wrote you, my comments would have 
to be limited in any event. I would like, if I may, to wait until the 
other gentlemen have read the statements that they wish to make, and 
then I will be glad to answer them. 

Senator Lancer. Your request will be granted. 

Senator Dirksen. I am afraid I might miss your comments. Why 
don’t you make a few comments anyway ? 

Mr. Anprews. I doubt seriotisly that it will do you any good. 

Senator Dir«sen. I did you the honor this mor ning of getting up at 
half past 5 and reading this article of yours which appeared in yester 
day’s Post. I think we ought to put that in the record. You don’t 
mind, do you? 

Mr. Anprews. I don’t mind if it is put in the record, provided some 
of the statements can be edited when it is done. 

Senator Dirksen. Can we ask you to edit it after it is in the record ? 

Mr. Anprews. Yes. 

Senator Dirksen. Then can we let the record show that it will be 
done? 

Senator Lancer. It will be done. 
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(The newspaper article referred to is as follows :) 


{From the American Weekly of April 22, 1956] 
Let's Get Rip oF THE INCOME Tax 
(By T. Coleman Andrews, Former Commissioner of Internal Revenue) 
A PERSONAL WORD 


In Congress recently a member of the House Ways and Means Com- 
mittee who had read a newspaper report of a speech in which I had 
spoken critically of the income tax inquired why I had not spoken out 
when I was Commissioner. He criticized me in a most offensively 
sarcastic manner for not having done so. The answer is very simple: I 
wasn’t asked. 

In the division of duties and responsibilities in the Treasury Depart- 
ment the Secretary of the Treasury takes the responsibility for tax 
policy. Only he, or someone from his immediate office, acts as spokesman 
for the administration before the House Ways and Means Committee 
and the Senate Finance Committee, through which all tax legislation is 
cleared. 

The Commissioner of Internal Revenue enforces the law after it is 
made; he does not get into the making of it unless he is asked. It’s a 
bit surprising, I think, to find my critic, a member of the House Ways 
and Means Committee, apparently unaware of this policy. 

My aversion to the income tax is of long standing and, while it is not 
news to anyone who knows me, it is precisely because my silence while I 

yas Commissioner has been misconstrued in some quarters that I have, 
since returning to private life, returned also to the attack on this intoler- 
able threat to the unfettered freedom of enterprise upon which, with 
faith in and the help of providence, the present greatness and strength 
of our country was built and the achievement of its destiny depends. 

With God’s help, I intend to do whatever I can, before it is too late, 
to make sure that my sons, and the sons and daughters of my fellow 
citizens, are not robbed of the right, unhampered by bureaucratic inter- 
ference or oppressive taxation, to make the most of what they were 
vouchsafed to start out with. And what is equally important, to have 
the protection of their Government in holding on to whatever they man- 
age to acquire or receive. 

I owe that effort as a debt to the men and women of tomorrow, because 
I know from experience the value of the right of self-determination and 
the extent to which one’s aims and ambitions can be thwarted by “‘exces- 
sive and unjust taxation.” I intend to do what I can to pay that debt. 


T. COLEMAN ANDREWS. 


Recently a 14-year-old boy won $100,000 on a television quiz program. He winds 
up with about $25,000, after giving the Federal Government its two-thirds tax 
share ($67,000) and New York State its $8,000. 

Did I say that the young man won? Pardon me, Mr. Tax Collector, as you say, 
“After me, you come first.” 

In order to take home a full $100,000, that young man would have had to win 
a grand prize of roughly $765,000. Taxes would have taken all the rest. 

Striking as his case is, it actually represents one of the lesser inequities of our 
present tax structure. Luck was on the boy’s side; he was gambling, and after 
all he did win a sizable amount. 

But what of people of large earning power and often erratic income—high one 
year, low the next—actors, authors, painters and other artistic or professional 
people? More than luck and casual knowledge go into the winning of their jack- 
pots. Usually their skill and talent is made to pay off only after long years of 
study and training. Yet the taxes they have to pay are equally brutal, equally con- 
fiscatory. Not being permitted to average their incomes over a period of years, 
except in special situations, they pay much higher effective rates than people 
with steady incomes, 

The professional athlete fares even worse. Those who manage to break 
through to the top usually do well incomewise. But the way up is pitifully unre- 
warding, so much so that those who make the grade more often than not mount 
the throne of glory head over heels in debt. And their reign usually is short. 
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These are people with whom the tax collector forms a real heads-I-win-tails- 
you-lose partnership. For instance, let’s see what the income tax does to a box- 
ing champion : 

If such a fellow winds up a year having to pay on $200,000—not a high amount 
for even a not-too-colorful champion—he obviously is 50 times better off income- 
wise than, let’s say, a man paying on $4,000. But—I still gasp at just the thought 
of this—his tax is nearly 500 times more. And before he can get clear financially 
some challenger polishes him off and puts him right back where he started. No 
averaging for him either. His are indeed the highest effective rates of all. 

However, people of irregular earning power are by no means the only sufferers 
from our income-tax laws. Almost everybody has now been gathered under the 
tent, and the percentage of those taxed leaves few immune to plucking who have 
enough feathers to notice. 


It’s “LEGALIZED CONFISCATION” 


Up to $2,000 of taxable income the tax collector takes 20 percent. That’s a 
mighty big bite for a person at that level of income. But from there he really 
moves in fast. From $4,000 to $6,000 it’s 26 percent. Between $8,000 and 
$10,000 he takes a third. From $16,000 to $18,000, it’s a half. From $32,000 to 
$38,000 it’s two-thirds. From $50,000 to $60,000 it’s three-fourths. And so on, 
until the top rates of 91 percent (more than nine-tenths) is reached at $200,000. 
This is called progression, a fancy term which, realistically defined, means “legal- 
ized confiscation.” But if the term used to define this brigandage is fancy, the 
results certainly are anything but fancy: they are murderons. 

For instance, an executive, professional man or other person with an income of 
$40,000 pays 47 times more tax than the fellow with an income of $4,000. Ten 
times more income, 47 times more tax! 

But even that isn’t the whole of it. To the extent that income is derived from 
dividends, the Government already will have skimmed off more than half (52 
percent) before you get yours. Every stockholder should realize by now that 
while he takes all the risk and responsibility he’s just a junior partner when it 
comes to participating in the profits and must eat at the second table and take 
what is left. 

While the top rate (91 percent) of our “steeply graduated” tax is not reached 
until taxable income amounts to $200,000, one-half of the graduation above the 
beginning rate of 20 percent takes place by the time the income level reaches 
one-tenth of $200,000, or $20,000. This is rank discrimination against the middle- 
income, “white-collar” class. Is it deliberate? 

Well, I'll give you one fact and one observation that ought to answer that 
question: The fact is that the first order of business of every dictatorship is to 
destroy the middle class. The two simply cannot live together. The masses are 
not regarded as a problem because dictators figure that the masses can be made 
to believe anything. The well-to-do don’t count because there never are enough 
of them to be a serious threat. 

The observation is that I have never known an advocate of statism in any form 
who did not give me the impression of being either a dupe or, at heart, a dictator. 
In my book one is as dangerous as the other. 

In 1907—12 years after an income tax adopted in 1894 was declared unconsti- 
tutional—the late Cordell Hull, then a Congressman, started the ball a-rolling 
again with a resolution to amend the Constitution so as to permit the levying of 
an income tax. 

In 1909 a similar resolution was offered in the Senate, and on February 3, 1913, 
the final act of ratification was completed. Then on October 3, 1913, President 
Wilson signed the first income-tax bill under the 16th amendment, a bill that 
imposed a tax that Senator Benjamin Harvey Hill many years before warned 
would enable the Government to “make all property and rights, all States and 
people, and all liberty and hope, its playthings in an hour and its victims forever.” 

Senator Hill’s fears were well founded. Everybody dances to the tune of the 
tax collector today. Once the Government became armed with the income, 
estate and gift taxes (I’m proud to say that my state, Virginia, never ratified the 
16th amendment: our Senator Byrd’s father saw to that) the people ceased to be 
masters of the Government and became its victims. 

In a penetrating and prophetic speech against the income tax that was adopted 
in 1894, Representative William Bourke Cockran of New York warned that 
“democratic institutions must perish from the face of the earth if they cannot 
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protect the fruits of human industry wherever they are, or in whatey ‘opor 
: ’ er pr - 
tion they may be held by the citizens.” propo! 


Sir William M. F.. Petrie, noted archeologist, whose study of the rise and 
fall of nations and civilizations gave him unusual insight into the outcome of 
man’s experiment with government, observed that “democracies consume them- 
Selves through excessive and unjust taxation until they collapse and are suc- 
ceeded by the man on horseback or the rank growth of the jungle.” 

As Commissioner of Internal Revenue I often thought how far we had gone 
toward consuming ourselves “through excessive and unjust taxation.” 

We have failed to realize, it seems to me, that through our tax system we have 
been playing right into the hands of the Marxists, who gleefully hail the in- 
come tax as the one sure instrument that will bring capitalism to its knees. 

We also have failed utterly to see that communism is not a political philosophy 
or plan but rather is a state of impotence to which those marked for subjuga- 
tion by would-be dictators must be, and are, reduced in order to assure absence 
of effective resistance. 

But there are other reasons for taking a dim view of our tax system, particu- 
larly the income tax, that are no less urgent that the fact that the system has 
become an ideological bombshell. I shall confine my comments primarily to 


the income tax. That alone is such a monstrous evil that it is hardly necessary 
to deal with other categories. 


IT’S TOO COMPLICATED 


One of the strongest and most serious counts in the indictment against the 
income tax is its complexity. It started out simple enough, but it is not an ex- 
aggeration to say that it has become as bewildering, confusing and frustrating 
a fiscal problem as the people ever had to cope with. 

While I was Commissioner we tried everything we could think of to make 
this tax understandable, and I think we made progress. But we just have to 
face it: Relatively few people can handle even the short version of Form 1040 
without assistance. 

That’s the nub of the whole problem: The forms have to follow the law; they 
can’t be made any simpler than the law, and anyone who doesn’t understand 
the law can’t very well be expected to understand the forms. 

Moreover, the unhappy truth is that it seems to be impossible to have sim- 
plicity and fairness at the same time. Most of the complexity in the present 
law came from efforts to achieve simplicity, plug so-called “loopholes,” and 
remove discrimination. The sin of Congress lies in its failure to recognize this 
weakness of the income tax and do something about it long ago. 

The present administration came into power believing it could simplify the 
situation and make the law more equitable. It had pledged itself to try to do 
both, and it not only exerted itself to the utmost to make good its pledge but 
called to its assistance as fine an array of professional and practical talent on 
a voluntary basis as was ever assembled by any administration to assist it with 
any problem. . 

The Treasury and other Government people, and the volunteers from outside, 
all labored long and hard, and on August 16, 1954, after 18 months of the most 
prodigious effort by all hands, the President signed what has become known as 
the Internal Revenue Code of 1954. ; 

Was this code an improvement over the old one? In certain mechanical re- 
spects it was. It also eliminated some injustices and softened others. But it 
did not banish the law’s complexity. The fact is that many people think it 
made the situation more complex—and in some respects it did. 

Let no one assume that the income-tax law is any better understood in official 
circles than it is by its lay victims. I can’t think of anything that would cause 
a more anguished howl from Capitol Hill than withdrawal of the men whom 
the Revenue Service assigns there to prepare returns for Members of Congress 
or otherwise assist those ladies and gentlemen with the annual chore that con- 
fronts them as well as ordinary citizens. 

Congress is not made up of supermen and superwomen. It is a collection of 
human beings, like the rest of us. Therefore I do not wish to be understood us 
making any attack on these ladies and gentlemen. But frankness compels me to 
suggest that just as no one has to understand what dynamite is made of to know 
that it can blow a person to kingdom come, so also no Representative or Senator 
has to know how to determine the tax consequences of intricate corporate re- 
organizations to have found out by now that the income tax is hopelessly compli- 
cated and a Trojan Horse. 
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WHO UNDERSTANDS IT? 


Who, if anybody, does really understand this tax? How about the people who 
write it? The answer is not greatly different. By the time the tax committees 
and their staffs get through with the grist that is delivered to their mills many 
undecipherable changes have been wrought. The problem then presented is well 
illustrated by the struggle the experts in the Treasury ])*partment have been 
having with the job of getting out regulations to cover the 1154 code. 

There is official recognition of the fact that standing : 


g alone no revenue law is 
understandable. So the Treasury Department follows the enactment of each 


revenue law with an official interpretation of that law. The official interpreta- 
tions are called regulations. Almost 20 months have elapsed since the Income 
Tax Code of 1954 became law—but the official interpretation of it isn’t out yet. 

It isn’t that the people in the Treasury Department and the Internal Revenue 
Service haven’t been trying to get these regulations out; quite the contrary. 
They’re been knocking themselves out at it. But it has been extremely difficult 
for them to reach agreement as to just what Congress meant at many points 
and equally difficult to agree on how to express the intentions of Congress after 
they have agreed upon what the intentions were. 

No current discussion of the complexity of the law, and who does or does not 
understand it would be complete without recalling the case of a certain Repre- 
sentative. When he found himself confronted by a substantial proposed de- 
ficiency assessment from which there was no other escape, he got himself re- 
lieved by a bill applying only to his particular case—and established something 
of a record for the passage of a bill pertaining to revenue by putting it through 
the House and the Senate in the remarkable space of 4 days, including a Saturday 
and a Sunday. 

What’s even more remarkable, this bill went through the House without the 
customary hearing by the House Ways and Means Committee. The record in 
dicates that it was considered by the Senate Finance Committee. Because of 
the private nature of it, it became, when signed, a “‘private law.” 

Believe it or not, that happened only last year, and it came as near to making 
suckers out of all the rest of us as any piece of tax legislation Congress has ever 
enacted. No need of trying, folks; ordinary citizens just can’t get relief that way. 


IT’S A 30-YEAR-OL) PROBLEM 


While Congress has not done anything effective about the law’s complexity, it 
has been aware of it for at least 30 years and was sufficiently concerned about 
it in 1926 to include in the Revenue Act of that year a section (120.3). This 
provided for the establishment of a committee, to be known as the Joint Com- 
mittee on Internal Revenue Taxation, to investigate and report, among other 
things, “measures and methods for the simplification” of the Federal tax laws. 

The committee was .established and is still in operation. It also has the 
duty of investigating the operation and effects of the tax system and the admin- 
istration of such taxes by the Revenue Service. 

Like all important congressional committees, this one set up a staff to do 
the groundwork that would be necessary as a basis for the committe’s decisions. 

This staff has had the duty, among others, of maintaining the surveillance 
that would lead to simplification of the revenue laws and keep the Revenue 
Service honest and efficient. 

Has this watch been successful? The answer must be that it has not, for in 
spite of it income tax law is indefinitely more complex today than it was when 
the surveillance was established. For the first time in its history the Service 
was as near administrative collapse as it could be without folding up when the 
present administration took over in January 1953, and never before did any 
administration inherit such a mess of corruption (recently brushed off as a few 
“fly flecks” on the Nation’s windowpanes) as the present administration did. 

Honest and efficient administration of public affairs cannot be achieved by 
invasion of the prerogatives and assumption of the responsibilities of executive 
officials by legislative bodies, committees, individuals, or committee staffs. 

There is no basis for assuming that legislators or their staff assistants are more 
honest. or might be more efficient. than administration ofticials. Nor can enduring 
honesty or efficiency be achieved by legislation. Honest and efficient public ad- 
ministration can be achieved only by honest and efficient administrators honestly 
appointed and free to act only in the interest of the people. 
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IT COSTS THE GOVERNMENT TOO MUCH 


Another count in the indictment against the income tax—and a very serious 
one—is the high cost of it. There are two categories of this cost: First what the 
Government spends to administer the law; second, what the taxpayer pays to 
comply with it. 

Notice that identifying their first category of cost I did not speak of it as a 
cost that the Government “pays.” The Government doesn’t pay any part of this 
cost; the taxpayers pay every cent of it—the cost of administration as well as 
the cost of compliance. The Government never pays anything; it spends and the 
tuxpayers pay. 

I am not suggesting that the Internal Revenue Service is wasteful or inefficient, 
because I know better. After three years of unrelenting war against red tape 
and unnecessary overhead, and of using the savings thus made to strengthen 
and expand enforcement and other opearting activities, the Service is showing 
«a degree of improvement of which its management and personnel have every 
right to be proud. 

What I am suggesting is that the complexity of the income tax law necessitates 
the use of a lot more people in the Nation’s Revenue Department than would 
be necessary under a simple and better understood revenue system and that, 
therefore, the cost of administration is a great deal more than it ought to be. 
We should have a revenue system under which no more than one-half the present 
revenue force would be required. 

The irony of the present situation is that even the 50-odd thousand people 
presently employed in the Internal Revenue Service are not enough to assure 
adequate enforcement. The Service is not examining anywhere near as Many 
returns as it Should be examining. It’s doing a lot better today than it was when 
the present administration took over, but it still is reviewing no more than one- 
third of the number of returns that it could examine with profit if it had the 
people to do it with. 

MORE AGENTS NEEDED 


In the first 2 years of this administration Congress showed a disposition to 
correct this deficiency, and to that end it indicated its approval of a program 
that would add 1,000 revenue agents a year until the number was doubled. But, 
when the control of Congress changed at the beginning of 1955, there was a 
mysterious determination that the Service had reached its “optimum level” of 
employment. This decision was announced in the face of incontrovertible evi- 
dence to the contrary and of equally clear evidence that the Service could expect 
to collect in revenue from $10 to $20 for every dollar spent on new agents. 

The most plausible explanation that we ever got of this curious action was the 
suggestion that there was more fear that the taxpayers would react adversely 
to close enforcement of the law than there was concern about the revenue that 
would be lost by inadequate enforcement. 

People don’t resent full enforcement of tax laws. They do resent inadequate 
enforcement, because they know that a lot of people don’t pay what they should 
when enforcement is inadequate. 


IT COSTS YOU TOO MUCH 


Of the two elements of the cost of the income tax, the part paid by the tax- 
payers in complying with the tax is far the larger. One reason for this is that the 
Internal Revenue Service doesn’t have enough top-grade agents and has to spread 
itself thin in the examination of the complicated tax returns. 

This frequently leads to unduly protracted examinations, and the overall re- 
sults sometimes are appalling in terms of unnecessary and long interruption 
of the regular duties of taxpayers’ accounting and clerical personnel, and of the 
cost of professional services of one kind or another that are required to satisfy the 
examiners. 

Many taxpayers complained bitterly to me about this situation, and I couldn't 
honestly disagree with them. All I could do was explain the problem and beg 
their indulgence. Not one ever refused, but none of them was happy about it—- 
and I didn’t blame them. 

Many, too, were the taxpayers who asked, “Why should this thing be so com- 
plicated that I have to pay big fees to accountants and lawyers to make my 
returns and argue with your people for me?” I couldn’t quarrel with these 
people either, because I know their complaints were justified. 
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If a satisfactory substitute for the income tax cannot be found, the only 
nnswer to the first complaint is more revenue agents of top grade. But frankness 
compels me to say that there seems to be good reason to believe that Congress, 
as presently controlled, will not permit the Service to have all the agents it needs. 


ITS UNSTABLE 


At least some of the Members of Congress must fear what many knowing out- 
siders firmly believe, namely, that if Congress ever allowed the Revenue Service 
to have enough money for all-out enforcement of the income tax the demand for 
repeal would become so great within a year that it would be irresistible. 

As to the complaint about having to employ professional help there is no answer 
short of wiping the slate clean and starting fresh. 

Another count in the indictment is that the income tax is unstable. Being 
based upon income, it’s a low producer in slack times and a high producer in 
good times. Thus, theoretically, rates must be raised when people are least able 
to pay, and they may be lowered when everybody is most able to pay. 

I am aware, of course, that Congress’ practice is to resort to the use of deficit 
financing in slack times in order to avoid increasing taxes. but this validates 
my citation of inherent instability. I also am aware of the tendency to hold 
expenditures at such a level that decreases are seldom effected in good times. 
I suggest that this only compounds that instability. 

After 23 years of deficit financing everyone should be convinced by now that 
in addition to all the other indictments that may be laid against the income 
tax it just isn’t up to the job that has to be done. And, to paraphrase Vir- 
ginia’s Senator Byrd, if the job can’t be done in prosperous times like these— 
and, I might add, at the outrageously high rates presently in effect—when 
can it be done? 

The man-made deficiencies of the income-tax law are to a large extent the 
consequences of submission to the demands of pressure groups. For instance, 
tremendous accumulations of income-producing wealth have been removed from 
the jurisdiction of the income-tax law by the exemptions granted to foundations 
and certain other nonprofit organizations. 

Considering the fact that large accumulations of funds such as those segre- 
gated for the use of foundations usually compound themselves, it is clear that 
the effect of this removal of income from the reach of the tax collector is to 
cause the Government a loss of revenue that grows and grows with the pas- 
sage of time. 

Billions of dollars of potential income also are kept out of the reach of the 
tax collector by the Government’s engagement in business activities that com- 
pete with private enterprise. 

The Second Hoover Commission tells us that “more than 2,500 business facil- 
ities that provide goods and services are operated by the Defense Department 
alone,” that the investment in these facilities exceeds $15 billion, and that the 
facilities range all the way from “shoe repair shops to clothing factories, from 
cement mixing plants to sawmills, from chain stores to tree and garden 
nurseries.” 

In all the foregoing ways (and in others as well—space does not permit com- 
plete citation) we have by legislative enactment deliberately kept taxable income 
from keeping pace with economic development and growth, thus precluding real- 
ization of the full potentialities of the income tax as a revenue producer and 
making it more and more unequal to its job. And, sin of all sins, we’ve made 
up the loss by taking it out of the hides of the people with the know-how that 
has so largely accounted for our success as a Nation. 

Also, the income tax having proven to be an unstable source of revenue, Con- 
gress has availed itself of a variety of other taxes. Some, if not many, of these 
other taxes could be dispensed with if the primary tax were a stable one and 
could be permitted to produce fully and freely. 


WHAT CAN WE DO ABOUT IT? 


What then can be done about all this? I suggest that the time has come to 
take a new and sincerely critical look at our whole tax system. After all, some 
element of the present system are as old as the Union itself. Even the income 
tax, which we have been relying upon as our primary source of income ever since 
shortly after it was adopted, isn’t any chicken. It’s 43 years old. 
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Now, clearly, age alone is not a suilicient reason to condemn any particular 
tax or any tax system. But, as I have shown, there’s a lot wrong with the income 
tax besides its age. Moreover, it isn’t just old; it is incurably infirm. If the 
present administration couldn't give it simplicity and effectiveness, I don’t believe 
anybody can. an. 

My proposal is simple. It is that Congress appoint a Hoover Commission-type 
group to make a really critical analysis of the income tax in particular and of 
the tax system in general, and to study such reasonable proposals as may be 
made with regard to both. Such a study is long overdue. None has been made 
in 43 vears. 

There hasn't even been any search for something better in all that time. Inci- 
dentally, why hasn't such a search been conducted on a continuing basis? Re- 
search pays off handsomely for business as to matters far less important to it 
than the Government’s tax system and its principal source of revenue are to il. 
It’s time the Government got some research started in this important field. 

Such a commission as I have in mind should be a nonpartisan one, and all the 
responsibility for it and its findings should be assumed by Congress. Moreover, 
it should not be put under the handicap of a deadline. It should have time to 
doa thorough job, and not be restricted in its inquiry. 

No doubt most of my readers have asked by now, “Well, if we get rid of the 
income tax what would you put in its place?’ That’s a fair question, and I 
have some ideas. But that’s not the immediate problem. Moreover, if I proposed 
any substitute tax or plan at this juncture the first step in my proposal would 
never be taken. The necessity for a commission to go into the whole problem of 
taxation thoroughly would be lost in an argument over whether my suggestions 
would be feasible. Those who have a vested interest in maintaining the status 
quo would see to that. There are many such people, and some of them have 
tremendous political power. 

For the time being I will say only that I believe that a law or system can be 
contrived that would be simple enough for the average taxpayer to understand. 
Such a system might be relatively inexpensive for the Government to administer 
and the taxpayers to comply with and at the same time be a stable source of 
revenue. Such results have been worked out in at least two very important 
categories of business enterprise. I believe that the same can be worked out for 
business generally, and for individuals as well. 


IT’S DESTROYING THE MIDDLE CLASS 


There isn’t any time to lose, ladies and gentlemen of Congress. Whether you 
believe it or not, everybody is being overtaxed and the middle class is being taxed 
out of existence and the Nation thereby is being robbed of its surest guaranty of 
continued sound economic development and growth and its stanchest bulwark 
against the ascendency of socialism. We who somehow have managed to hold on 
finally are beginning to see the shameful extent to which we have been made 
the special victims of rapacious tax enactments—and we don’t like it. 

The marvels of television have brought the truth home to us with indelible 
clarity. The “Big Surprise” to us—and to others as well—has been how little we 
have left after the “G (Gimme) Man” has taken his cut. And now that we 
have seen what a cleaning we've been getting from our “Government” our 
‘64,000 Question” to you is: How long do you think the people are going to let 
such banditry, compounded by extreme complexity, continue? 

Having to accept the short end of the deal in time of emergency is one thing. 
We do that cheerfully. But having to continue the tax collector as senior partner 
in peacetime, with annual costly struggles with legislative mystery and getting 
in return little more than a pyramided bureaucracy, is quite another. It makes 
us wonder whether we are being represented or sold down the river. We are 
anything but cheerful about this. 

We don’t have enough left in our businesses after taxes to keep them abreast of 
the demands of our customers. And since even more is extracted from us as 
individuals we can’t accumulate anything, and are not able to increase our invest- 
ment in our businesses and in our country’s growth. 

Things are mighty serious, ladies and gentlemen. Largely because of the in- 
come tax, big business gets bigger and little business and “substantial folks” are 
beginning to disappear. 

We are concerned about the future because we don’t believe that we could 
stand another serious recession, what with the present “good times” founded 
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as largely as they are on defense production, deficit financing, and other genera- 
tors of thin-ice and phony prosperity. And with the tax collector taking the 
fruits of our labors in “‘progressive” ratio to our achievements. High rates of tax 
don’t mean anything when there isn’t anything to tax. 

Time’s awasting, and the enemies of the way of life that we cherish rejoice as 
we are obligingly led closer and closer to national suicide. 

What are you going to do about it * * * and when? 

Senator Lancer. Will you call your next witness? 

Mr. Smirney. Mr. Merwin K. Hart, president of the National Eco- 
nomic Council, Inc. 


STATEMENT OF MERWIN K. HART, PRESIDENT OF THE NATIONAL 
ECONOMIC COUNCIL, INC. 


Mr. Harr. I appear as president of the National Economic Coun- 
cil of New York, a nonprofit organization of citizens and corpora- 
tions organized under the membership corporation law of New York, 
in support of the Reed-Dirksen amendment (S. J. Res. 23). 

This country has traveled a long way into socialism the past 23 
years. In no respect have we gone further than in the matter of 
taxation. Between the Federal Government, the States, and the mu- 
nicipalities, about one-third of all the income of the American peo- 
ple is being taken in taxes. 

Karl Marx’ Communist Manifesto contained, as 2 of the 10 planks 
of his platform: (1) ‘a heavy progressive or graduated income tax”; 
and (2) “the abolition of all right of inheritance.” 

We have not come quite that far yet. But, now, in peacetime, our 
graduated income tax rises to 91 percent and the tax on the estates 
of decedents runs to a high of 77 percent. 

The Federal Government now owns about one-quarter of the land 
area of the United States. Housing projects and business properties 
have been acquired to a value of about $50 billion of the t: \xpayers’ 
money. According to a memorandum which Mr, Alfred Kohlberg, 
of New York, filed with President Truman several years ago, the 
value of war material that was dumped into the ocean or otherwise 
destroyed after the close of World War II was estimated at about 
$35 billion. 

The Commission, ably led by ex-President Hoover and staffed with 
volunteers from the best talent in America, has shown where some 
$7 billion a year can be saved. But so far not much legislative heed 
has been paid to these recommendations. 

Though the Republican platform of 1952 pledged economy in gov- 
ernment, yet there has been little substantial net saving in the Federal 
outgo. Indeed, President Eisenhower in his message on the state of 
the Union of last January advocated huge spending ventures for 
Federal aid to schools, to roadbuilding and other purposes. 

The result of such spending, if carried out, would intensify the 
concentration of power over the people in the executive br: inch of 
our Government. 

Largely because high taxes can be levied so easily, the already over- 
extended executive branch, under the 16th amendment, has wasted 
money, has permitted property to be destroyed, and has made huge 
grants to foreign countries. Without reliance on the 16th amend- 
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ment, the Government might not have been able to take us into for- 
eign wars. 

Where would we Americans be if some of the constant threats of 
war, as in the Middle East today, or in southeast Asia, should material- 
ize and we actually found ourselves in war again? The only step left 
for the Government to take would be to seize all property. Incentive 
would then be totally destroyed. 

Before World War I our Federal budget was about $1 billion. After 
World War I and until shortly before World War II, our Federal 
budget ran roughly from $4 billion to $6 billion. Between the end 
of World War II and the Korean “police action” they ran about $40 
billion. In recent years, they have been $60 billion to $70 billion. Is 
there any doubt in anybody’s mind that during and after a third world 
war, even if we won, they would run $100 billion to $200 billion per 
year? The dollar would decline from 50 cents to 15 or 20 cents. 
And, at least for all of us alive today, the end of free America would 
have come. 

This country must be rescued from the 16th amendment. 

In the dark days of the depression of the early thirties, the Palace 
Hotel, of San Francisco, like many other establishments, was in a bad 
way. Representatives of the common-stock holders called on the bond- 
holders to take over the property. Finally, Mrs. Janet Newlands 
Johnston, of Nevada, a member of the family that founded the Palace 
Hotel, was persuaded to come to San Francisco and take charge. She 
became chairman of the board and under her direction the hotel rode 
out the storm. 

In a conversation I had with Mrs. Johnston in San Francisco 4 or 
5 years ago, she remarked that her experience in rescuing the hotel 
from its predicament had convinced her that there is no such thing as 
eer without private ownership. I think her remark was pro- 
found. 

Her idea was that without the personal responsibility that goes with 
the administering of any venture, small or large, there cannot be the 
successful operation that is found in true private enterprise. The aver- 
age public official is a less careful steward than the private owner. 

We see illustrations of this as we look around the country today. 
The Federal debt is $280 billion (with some $200 billion of contingent 
debt in addition). This debt and the budget of $67 billion are so 
great that practically no citizen can comprehend them. The vested 
interest of the 2,400,000 Federal employees is so great that they have 
been able so far to discourage any substantial effort by the Congress 
to achieve real reduction of expenditure. 

The situation is almost bound to go from bad to worse unless an 
extraordinary effort is made to check it. As Jefferson said, the public 
official must be bound “down from mischief by the chains of the 
Constitution.” 

Something must be done by the combined action of the Congress 
and the people back home. 

Such an effort is exemplified, we believe, by the Reed-Dirksen 
amendment now before this committee. 

At the present time, the people who are hurt most and the people 
through whom the country 1s hurt most by our graduated, penalizing 
taxes, are those in the upper and middle brackets, both of the income 
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and inheritance taxes. Most wages have gone up more rapidly than 
the cost of living, so the 20-percent income tax in the lower brackets 
is not so greatly felt, though those who pay it would be glad enough to 
get rid of it or see it reduced. 

The Reed-Dirksen amendment has the enormous advantage of being 
for the benefit of all of the people. It would help the abler and more 
creative minds because it would restore incentive to produce. 

It would eventually reduce the taxes of even those in the lower 
brackets. But more important than everything else, it would give the 
whole people an interest most of them do not now have in keeping 
spending and taxes within bounds. It would restore the power of the 
purse to the Congress and hence to the people themselves. 

The proposed elimination of the inheritance and gift taxes from the 
Federal field is as important as the provisions regarding the income 
tax. Many a small business has been lost to the family of its owner 
and many a large estate has been literally gutted by the huge Federal 
inheritance taxes. Such taxes are contrary to all public interest. They 
are vicious and punitive. They do no class of the people any good 
and they do the American Republic enormous harm. 

In the summer of 1952 Mr. Lammot du Pont, long president and 
chairman of the Du Pont Co., died leaving an estate estimated by the 

ress at about $70 million. The same newspapers said that the Federal 

overnment took $50 million of this. Here a large amount of capital 
invested in private enterprise and benefitting the whole country was 
turned over to the general fund of the United States. The Govern- 
ment merely seized this seed corn of the people and consumed it in cur- 
rent spending. Yet that amount, saved by the individual effort of 
probably several generations, would support the Federal Government 
today for only 7 or 8 hours. 

Our country is headed for the destruction of its free Republic 
created in the 18th century. We are following the plan laid down by 
Karl Marx. Bold efforts will be required to restore America to the 
free Republic it was. The adoption by this Congress of the Reed- 
Dirksen amendment would be such an effort. 

In conclusion I would like to add that from many of our members 
throughout the country we gather that a veritable storm of opposition 
is brewing against a continuance of anything like the present level of 
taxes. 

We ask this committee to report favorably the Reed-Dirksen 
amendment. 

I thank you. 

Senator Lancer. Thank you very much. 

Call your next witness. 

Mr. Smrruey. Before the next witness appears, would you receive 
a letter that is addressed to the chairman of the full committee, the 
Honorable James O. Eastland, under date of April 20, 1956, and 
signed by Joseph D. Stecher, Secretary of the American Bar Asso- 
ciation, in which he says that the next witness—that is, Mr. William 
Logan Martin—is authorized to express the views of the association on 
this matter ? 

Senator Lancer. It will be filed. 
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(The letter as described by Mr. Smithey is as follows :) 


AMERICAN Bark ASSOCIATION, 


Chicago, Ill., April 20, 1956. 
Hon. JAMEs O. EASTLAND, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DeEaARB SENATOR EASTLAND: I am informed that a subcommittee of the Committee 
on the Judiciary will hold a hearing with respect to the proposed amendment to 
the Constitution limiting income taxes. 


As you know, the house of delegates, at its midyear meeting in 1952, adopted a 
resolution urging that Congress submit for ratification by the legislatures of the 
States an amendment to the Constitution of the United States which will limit 
the power of Congress to levy and collect taxes on incomes, inheritances, and 


gifts. A special committee was appointed to undertake to secure the submission 
of such constitutional amendment. 


This special committee, of which Wm, Logan Martin, of Birmingham, Ala., is 
chairman, was continued by action of the house of delegates for the current 


association year. Mr. Martin is authorized to express the views of the associa- 
tion on this matter. 


Sincerely yours, 
JOSEPH D. STecHER, Secretary. 


Mr. Smirury. Mr. William Logan Martin? 

Mr. Martin. Mr. Dresser is to go next. 

Mr. Smiruery. Mr. Robert B. Dresser, representing the Committee 
for Constitutional Government, Inc., of New York City, and the Asso- 
ciated Industries of Rhode Island. 


STATEMENT OF ROBERT B. DRESSER, REPRESENTING THE COM- 
MITTEE FOR CONSTITUTIONAL GOVERNMENT, INC., OF NEW 
YORK CITY, AND THE ASSOCIATED INDUSTRIES OF RHODE ISLAND 


Mr. Dresser. I represent the Committee for Constitutional Govern- 
ment, the We, the People, of Chicago, Ill., and the Associated Indus- 
tries of Rhode Island. 

Mr. Chairman, I have prepared a statement here that, in the interest 
of saving time, I would Tike very much to offer for the record, to be 
incorporated in the record as if read. I have also prepared a sum- 
marized statement, a summary of this longer statement, which I 
would like to present orally, if it meets with your pleasure. 

Senator Lancer. Very well. 

Mr. Dresser. I want to call attention to the fact that this is a 
vastly different amendment from the original 25-percent limitation. 
There is no limitation whatsoever on the amount of revenue that Con- 
gress may raise from income tax if it sees fit to exercise its powers. 
If it exceeds the 25 percent top rate, however, it must have a three- 
fourths vote of each branch of the Congress. I say that to indicate 
that there is much misunderstanding, much misconception as to what 
this amendment really does. It isn’t designed to deprive Congress 
of the power to raise revenue. It isn’t designed to force Congress 
to impose a sales tax or an excise tax. It is simply designed to remove 
from ‘the provisions of the present income-tax law its communistic 
or socialistic features, the heavy progressive income tax, which I sub- 
mit will destroy any society if giventime. | 

The one other thing it does is to deprive Congress of the power 
to impose gift and estate taxes and leaves them to the States, where 
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they belong. The States, all of them, I believe, have laws which im- 
pose taxes upon the estates of decedents and upon gifts. The amount 
of revenue involved is trival, less than $1 billion, which come, inci- 
dentally, to 144 percent of the total Federal] revenue. It will pay the 
expenses of the Federal Government for about 5 days, so there is cer- 
tainly no problem of revenue involved. 

There can be but one purpose in the estate tax, as I see it, and that 
is to destroy the existing system through a redistribution of wealth 
and the destruction of the incentive which has made great progress 
in this country possible. The gift tax is merely the handmaid to the 
estate tax and is there merely for the purpose of seeing that the estate 
tax is not evaded by giving much of the property away through one’s 
lifetime. 

As I see it, the discussion of this question involves three principles 
or questions. The first is, should our present system of taxing incomes, 
inheritances, and gifts be changed. 

We have in this country, as you all know, an economic system that 
is commonly called the private enterprise system. It is based on pri- 
vate capital and private ownership, not public capital or public owner- 
ship. If this system operates successfully, there must be a steady and 
continuing supply of new capital, billions of dollars each year to start 
new industries and to maintain existing ones. Over 90 percent of all 
work in this country is done by machinery. It takes on the average 
about $12,000 of investment in new plant and equipment to 
provide a job in industry for a single worker. This capital comes 
principally from the savings of corporations and individuals. In the 
case of individuals, it comes mainly from those having the medium- 
sized and larger incomes. Excessive taxation lessens and destroys 
the incentive to produce, save, and invest such capital in industry and 
at the same time it reduces the supply by the amount of tax. The 
heavy personal income tax strikes with particular force at this source 
of supply. 

If the savings which constitute the source of capital and supply are 
taken from the owners by taxation, the needed supply of capital will 
be reduced or stopped, and it will then become necessary for the Gov- 
ernment to supply the capital. This means Government ownership 
and control, which is socialism. 

Now, the extreme to which our present system of taxation goes in 
destroying accumulation has been dramatically brought to the atten- 
tion of the public by the television program, The $64 Thousand Ques- 
tion. 

It appears, for example, that in the case of a single person with a 
$4,000 income from other sources, a winning of $32,000 is taxed $15,400, 
leaving the winner $16,600. An additional $32,000 winning would be 
taxes $23,292, leaving the winner $8,708. For such a person to have 
and keep $64,000 after paying the income tax on it would require a 
prize of $448,711, which shows the extent to which our present tax 
laws have gone in confiscating the income of the individual, whether 
from investments or whether earned. The result is that people hesi- 
tate to go beyond the $32,000 mark as you all know from watching 
the television program. 

Likewise, persons hesitate to invest in business enterprises, and 
the businessmen hesitate to embark on new ventures, because of the loss 
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involved in the event of failure, and the confiscatory taxes in the 
event of success. 

I want to submit a few figures which I think are very significant. 
One half of the total revenue of $60 billion is provided by the tax 
on individual incomes. Only 3 percent of the total revenue, about $2 
billion, is produced by the rates of this tax above 34 percent. 35 
percent is the highest rate that could be imposed with the present be- 
ginning rate of 20 percent under the Reed-Dirksen amendment, which 
we are now considering. 

Incidentally, the revenue produced by the rates in excess of 50 
percent from the individual income tax is only about $1 billion. 

Now, the proposed increase of only $100 in the present $600 per- 
sonal exemption and credit for dependents would result in a reduc- 
tion of $7 million to income taxes and a revenue loss of $214 billion. 
In other words, almost half a billion dollars more than is produced 
by the income tax rates for individuals above 34 percent. 

A $20 income tax cut for all taxpayers and dependents proposed 
in the last session of Congress would have cost the Government a 
revenue loss of $2,300,000,000; in other words, several hundred million 
dollars more than is involved in the rates above 34 percent in the case 
of the individual income tax. 

Eighty percent, or rather, 84 percent, of the revenue from the indi- 
vidual income tax is produced by the beginning rate of 20 percent 
when applied to the entire amount of taxable income at all levels; 
84 percent. 

The experience of other countries and most recently that of England, 
should be a warning to us to change our tax laws. For many years 
England has had heavy graduated taxes on both incomes and inherit- 
ances. These taxes have so reduced the supply of capital that there 
has not been enough to provide her industries with the capital needed 
for modern machinery and equipment. 

A British economist, Prof. Lionel Robbins, of the London School 
of Economics, recently wrote an article in Lloyd’s Bank Review. I 
wish very much, Mr. Chairman, that you and the members of your 
committee could read that article in full. I would like to quote several 
paragraphs from it. He says: 

In the revolution of our times, it is the tax machine which is the principal 
revolutionary agent. If I were asked to sum up in a word the salient char- 
acteristic of this revolution, I should choose the word “collectivism’—the tend- 
ency to shift more and more the sources of initiative to the Central Government 
and its organs. I think it is about time that someone who is not deeply involved 
personally, having chosen a different way of life, should say bluntly that the 
higher reaches of our own (taxation) progression are quite indefensible save 
upon an avowedly confiscatory theory. So far as earned income is concerned, 
they constitute a discrimination against enterprise and ability such as has never 
before existed for any long time in any large-scale civilized community. Cer- 
tainly they are not dictated by any need of revenue; the upper rates of surtax 
could be just canceled without creating any severe budgetary problem. 

There is nothing particularly neutral in the operation of the present tax struc- 
ture. Relentlessly, year by year, it is pushing us toward collectivism and prop- 
ertyless uniformity. 

The Reed-Dirksen amendment also deprives Congress of the power 
to impose death and gift taxes and leaves these means of raising reve- 
nue exclusively to the States, where they belong and where competition 
among the States would tend to keep the rates within reasonable 
bounds. 
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The second question which it seems to-me is involved in our inquiry 
is this: If it is concluded that our present system of taxing incomes, 
inheritances, and gifts should be changed, can an enduring change 
be effected without a constitutional amendment ? 

I submit that even if it should be possible to get a Congress to adopt 
the needed changes in our taxing system, there could be no assurance, 
without a constitutional amendment, that the changes would be per- 
manent. A later Congress could overnight eliminate the changes. 

Therefore, I submit that it is essential that some limitation be writ- 
ten into the Constitution itself. 

The third and last question which I propose to discuss is this: If 
it is concluded that our present system of taxing incomes, inheritances, 
and gifts should be changed and that this should be done by amend- 
ing the C onstitution, is the proposed amendment the right sort of an 
amendment ¢ 

At the outset, let me correct certain erroneous impressions or in- 
ferences regarding the aims and purposes of the proposed amendment 
and its proponents. First, the purpose is not to compel a shift from 
the income tax to a sales tax, as has been asserted. The revenue from 
an income tax is dependent not only on the rate of tax, but also on 
the size of the income on which the tax is imposed. 

Within reasonable limits, lower rates would in due course produce 
lower revenues than higher rates. 

In the first place, the lower rates leave more income in the hands 
of the taxpayers. This income, when invested, produces more income 
which, in turn, when invested, produces still more income and so on. 

Secondly, the lower rates encourage greater work, greater savings, 
and greater production of wealth. The result is to increase the na- 
tional income on which the tax is imposed so that with lower tax rates, 
greater revenue will be produced. This makes possible further reduc- 
tion in rates, and at the same time the increase in the Nation’s wealth 
benefits the people as a whole. 

Accordingly, any immediate loss would undoubtedly be only tem- 
porary. Eventually, the lower rates will produce greater revenue than 
the higher rates. This is supported by actual experience in the Fed- 
eral Government, which I have dealt with in my prepared statement 
just filed. 

May I give an example of how this works? Let us conceive of the 
national income as resembling a round pie. Let us say $100 billion. 
Let us suppose the Federal Government has taken a flat 50- percent 
rate of that. The revenues to the Federal Government would be $50 
billion. 

Suppose now that through the devices which encourage savings and 
investments in productive enterprise, suppose that the national income, 
or the pie, is doubled so that 1t becomes $200 billion. The Federal 
Government could then get precisely the same revenue that it does 
from a 50-percent tax by a 25-percent tax—25 percent or one-quarter 
of $200 billion. That would leave $150 billion, instead of $50 billion 
for the use of the States and for the taxpayers of the country in con- 
tinuing the progress that has been our experience over generations. 

Now, the immediate loss of revenue from the individual income tax 
and the estate and gift taxes occasioned by the adoption of the amend- 
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ment would amount to only about $3 billion. The case of the corpora- 
tion tax I shall deal with further on. 

By eliminating waste and extravagance, the Federal budget could 
undoubtedly be cut by an amount substantially in excess of any im- 
mediate loss of revenue occ asioned by the proposed amendment. The 
reports of the Hoover Commission on the Reorganization of the Exec- 
utive Branch of the Government show how at least $7 billion could be 

saved each year through the elimination of waste, without involving 

any reduction in military strength, any item of useful public wor ks, 
or any “delivered” contribution, Federal contribution, to health, ed- 
ucation. and welfare. 

Furthermore, the Federal Government is heavily engaged in many 
industries competing with private enterprise. The Government owns 
land equal to one-fourth of the area of the 48 States. The American 
Progress Foundation, of Los Angeles, Calif., estimates that more than 
$50 billion is recoverable by selling the properties and facilities of the 
Federal Government back to the American people—of the Federal 
corporations, I should say—selling them back to the American people, 
and that the annual savings in the cost of government would amount 
to many billions. 

Certain critics of the proposed amendment refer to it as a “million- 
aire’s amendment,” and assert it will shift the burden of taxation from 
the rich to the poor, and make the rich richer and the poor poorer. 
The criticism implies that the two groups are static, that the rich are 
always rich and the poor are always poor. Of course, this is not a 
fact. The poor of today are often the rich of tomorrow, and vice 
versa, 

No private or free-enterprise system can survive which does not pro- 
vide an adequate incentive to acquire wealth. 

The proposed amendment will not shift the burden of taxation from 
the rich to the poor. On the contrary, it will reduce the burden on 
those with the smaller incomes by increasing the tax base and thereby 
increasing the revenue for the lower rates. 

This is a partial removal of existing discrimination against the 
rich of a most extreme character, ranging from 20 to 91 percent. This 
will benefit not only those in the higher brackets, but the people as a 
whole, as I have pointed out. 

The present confiscatory rates are not aproved by the majority 
of the people, as shown by three Gallup polls, attention to which 
has already been called this morning. 

In addition to the two already ‘spoken of, there was one taken on 
the 18th of March 1956 which indicated that, in the minds of the 
public, those in the lower brackets, with a $3,000 income, ought to pay 
about $65 in Federal income taxes. That ieneaie to be what they 
are paying. 

On the other hand, a family of 4, with earnings of $50,000 a year 
would, if the public fixed the rate, pay a tax next year of $7,125. 
Actually, the amount of taxes payable for 1956 on a $50,000 income 
amount to $18,294, 214 times what the public thinks they should 
be. 

Another important effect of the amendment would be to restore 
to the States the power to be financially independent and to free 
themselves from Federal domination. 
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The Federal Government should not be permitted to hog the reve- 
nue and hand back part of it to the States on conditions. 

The Reed-Dirksen amendment has been endorsed by a number 
of organizations, including (1) the American Bar Association, (2) 
the Committee for Constitutional Government, (3) the Western Tax 
Council, (4) the National Association of Manufacturers, (5) the 
American Legion, (6) the National Economic Council, (7) the Ameri- 
can Taxpayers Association, (8) the Campaign for the 48 States, 
(9) We, the People, and (10) For America. 

Therefore I submit by way of summary that, first, the heavy progres- 
Sive r ae of our present income, death, and gift taxes will eventually 
lead to Government ownership and control of all industry, which 
is socialism. 

Second, the proposed amendment would largely eliminate the 
socialistic features of our tax system without impairing the Govern- 
ment’s power to raise revenue except by means of death and gift 
taxes. The revenue from these 2 sources has been running at less 
than $1 billion a year. 

Third, the initial loss from any changes in taxes required by the 
amendment would be substanti: lly less than the savings recommended 
by the Hoover Commission. 

Fourth, moreover, such initial loss would soon be made up by the 
increase in revenue resulting from the lower rates. 

Fifth, the present system of taxation is dangerously weak in its 
dependence on income taxes. A much larger proportion of our reve- 
nue should be raised by consumption taxes. This of itself would per- 
mit a substantial reduction in all income-tax rates. 

Sixth, there is the further important fact that the proposed amend- 
ment would restore to the States the power to be financially inde- 
pendent and to free themselves from Federal domination. 

In conclusion, therefore, I submit that the present system of taxing 
incomes, inheritances, and gifts should be changed; that no enduring 
change can be effected without a constitutional amendment; and that 
the proposed Reed-Dirksen amendment is a sound and practical means 
of effecting the needed changes. 

I thank - you, sir. 

Senator Lancer. Thank you, sir. 

Mr. Dresser. My prepared statement is as ee 

I am a member of a law firm with offices at 15 Westminster Street, 
Providence, R. I. I appear not only in my own behalf but also as a 
member of the special committee of the American Bar Association on 
the proposed amendment to the Constitution of the United States 
limiting the power of Congress to tax incomes, inheritances, and gifts” 
and as ‘the chairman of tha it committee for the first judicial circuit. 

I appear also in behalf of (1) the Committee for Constitutional 
Government, Inc., of New York City, (2) We, the People, of Chicago, 
Ill., and (3) the Associated Industries of Rhode Island. 


PROVISIONS OF AMENDMENT 


The provisions of the amendment under consideration, commonly 
known as the Reed-Dirksen amendment, may be summarized as fol- 
lows: 
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1. The amendment limits income taxes on both individuals and cor- 
porations to a maximum rate of 25 percent, but permits Congress, by a 
vote of three-fourths of the Members of each House, to exceed that 

rate at any time without limit. When the top rate exceeds 25 percent, 
however, it can be no more than 15 percentage points above the bottom 
rate. For example, if the bottom rate were 20 percent, the top rate 
could not exceed 35 percent. If the top rate does not exceed 25 per- 

cent, however, there is no restriction at all on the bottom rate. It 
could be as low as 1 percent, or one-half of 1 percent. The amend- 
ment does not require the rates on corporations and individuals to be 
the same. 

2. The amendment reserves to the States the exclusive power to im- 
pose estate and gift taxes. 

This would make it in the interest of every taxpayer (1) to keep the 
top rate down to 25 percent (as compared with the rans rate of 
91 percent), and (2) to keep the bottom rate no higher than 10 percent 
(as compared with the present rate of 20 percent). 

It should eventually be possible to get the bottom rate down to much 
less than 10 percent. 

The proposed amendment is just as important for the small-tax 
payer as for the large. 

This united self-interest of all taxpayers is relied on as a force that 
would keep the tax rates within reasonable bounds. As long ago as 
1951 there were 66 million individual income taxpayers in the United 
States. There are more today. Their voting power is decisive. 

The discussion of this subject involves three questions: 

1. Should our present system of taxing incomes, inheritances 
and gifts be changed ? 

2. If it is concluded that our present system of taxing incomes, 
inheritances, and gifts should be changed, can an enduring change 
be effected without a constitutional amendment? 

3. If it is concluded that our present system of taxing incomes 
inheritances, and gifts should be changed and that this should be 
done by amending the Constitution, is the proposed amendment 
the right sort of an amendment ? 

I shall discuss these questions in their order. 


Question 1: Should our present system of taxing incomes, inheritances, 
and gifts be changed? 


A. First, as to income taxes 


Our present Federal tax laws provide for a heavy progressive in- 
come tax on individuals, running from a beginning rate of 20 percent 
on incomes of $2,000 and under to 91 percent on incomes of more than 
$200,000, and a 30 percent normal tax on the first $25,000 of corporate 
income, with a surtax of 22 percent on income over that amount. 

We have in this country an economic system commonly called the 
private-enterprise system, which is based on private capital and pri- 
vate ownership. This is the system under which this country has pros- 
pered beyond all others and grown to greatness. For this system to 
operate successfully there must be a steady continuing supply of new 
capital—hbillions of dollars each year—to start new industries and to 
maintain and expand existing ones on which so many jobs depend, for 
over 90 percent of all work in this country is done by machinery. It 





plan at NS 


4 
$ 
4 
7 
i 
+ 
: 
7 





TAXES ON INCOMES, INHERITANCES, AND GIFTS 39 
takes, on the average, about $12,000 of investment in new plant and 
equipment to provide a job in industry for 1 worker. This capital 
comes principally from the savings of corporations and individuals. 
In the case of individuals, it comes mainly from those having the me- 
dium-sized and larger incomes. Excessive taxation lessens or r destroys 
the incentive to produce, save, and invest such capital in industry, and 
at the same time reduces the supply by the amount of the tax. The 
heavy progressive income tax strikes with particular force at this 
source of supply. 

If the savings which constitute the source of capital supply are 
taken from the owners by taxation, the needed supply of capital will 
be reduced or stopped, and our private-enterprise system will fail. 
It would then become necessary for the Government to supply the 
capital. This means Government ownership and control, which is 
socialism. 


Socialism defined—its effects 


Socialism may be defined as govenment ownership or control of 
the means of production and distribution. Communism is an extreme 
form of socialism, with special emphasis on equality in the distribu- 
tion of wealth. Both socialism and communism lead to absolute dicta- 
tion by the government, complete regimentation of the people, the 
loss of their liberty and a lower scale of livi ing for all. Throughout 
history, neither socialism nor communism has ever worked. Hither 
will ruin any nation that adopts it. 

With our heavy progressive income and death taxes, we are follow- 
ing the course prescribed by Karl Marx in his Communist Manifesto 
for destroying the private-enterprise system by stopping the flow of 
private capital into industry and forcing industry to depend on the 
government for its capital, Let no one think this is a fancied and not 
a real danger. 

In a statement to the Temporary Economic Committee prior to 
World War II, Adolph Berle, Jr., Assistant Secretary of State, suid: 

The Government will have to enter into direct financing of activities now sup- 
posed to be private, and a continuance of that direct financing must be [mean] 
inevitably that the Government will ultimately control and own those activities. 
* * * Over a period of years the Government will gradually come to own most 
of the productive plants of the United States. 

The extreme to which our present system of taxation goes in destroy- 
ing incentive and capital accumulation has been dramatically brought 
to the attention of the public by the television program, The $64,000 
Question. 

It appears, for example, that in the case of a single person with a 
$4,000 income from other sources, a winning of $32,000 is taxed 
$15,400, leaving the winner $16, 600. An additional $35 2,000 would be 
taxed $23,292, leaving the winner $8,708. For such a person to have 
and keep $64,000 after paying the income tax would require a prize of 
$448,711. 

The result is that people hesitate to go beyond the $32,000 mark, 
and likewise persons hesitate to invest in business enterprises and 
businessmen hesitate to embark on new ventures because of the loss 
involved in the event of failure and the confiscatory taxes levied in the 
event of success. The ultimate effect is certain to be disastrous. 
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Some significant figures 


The following figures are important: 

One-half of the total Federal revenue of $60 billion is provided by 
the tax on individual incomes, Only 3 percent of the total revenue— 
about $2 billion—is produced by the rates of this tax above 34 per- 
cent. Thirty-five percent is the highest rate that could be imposed— 
with the present beginning rate of 20 percent—under the Reed- Dirksen 
amendment. 

The proposed increase of only $100 in the present $600 personal 
exemption and credit for dependents would result in a reduction of 
7 million in the number of income-tax payers, and a revenue loss of 
$214 billion. 

A $20 income tax cut for all taxpayers and dependents, proposed in 
the last session of Congress, would have cost the Government a revenue 
loss of $2,300 million. 

Eighty-four percent of the revenue from the individual income tax 
is produced by the beginning rate of 20 percent when applied to the 
entire amount of taxable income in all brackets. 

Out of the estimated total of $123,500 million of taxable income, only 
$9,900 million is in the brackets over $10,000. 

The amount of the tax on this $9,900 million is $5,500 million. 

By confiscating the entire balance, above present taxes, of this 
$9,900 million of taxable income in the brackets over $10,000, only 
$4,400 million would be added to the Government’s revenue. This 
would pay the expenses of the Federal Government for about 314 
weeks, with a budget of $64 billion. 


Experience of other countries 


The experience of other countries, and most recently that of Eng- 
land, should be a warning to us to change our tax laws. 

For many years England has had heavy graduated taxes on both 
incomes and inheritances. These taxes have so reduced the supply of 
capital that there has not been enough to provide her industries with 
the capital needed for modern machinery and equipment. 

In his book, Capitalism the Creator, published in 1940, Carl Snyder 
said (p. 345): 


The purpose of progressive income taxation is to strike hardest at these large 
incomes, the chief source of new capital supply. The State now expropriates a 
considerable portion of the income of the rich, the heavy-saving class. With 
what result? The danger of extinguishing the larger part of the capital supply. 
This seems what has happened in England in recent years. Not merely an 
impression. It is the conclusion of a competent student of the distribution of 
income in Great Britain, Colin Clark. And the outcome has been just that which 
might be predicted, a steady retardation of growth in British industry. 


The London Economist, in articles dealing with the British experi- 
ment in socialism, has this to say : 


The standard of living of a nation depends * * * on the productive capital it 
possesses * * * much more * * * than on all other things put together. 


* * * ” * » * 


The level of taxation is too high, not merely because it is unpleasant for the 
taxpayers, but also for the strictly economic reason that it has an unhealthy 
reaction on the output of the community. All down the line, from the surtax- 
payer to the unskilled laborer, the disincentive effect of high taxation is plainly 
visible. Even more damage is probably being done by the rapid depletion of the 
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free working capital of business enterprises, and by the virtual stoppage of 
private savings available for venture capital. 


* * * a * * 2 


It is all too easy for a democratic universal suffrage community to allow capital 
formation to be pushed to the wall. * * * Capital creation may be necessary, 
but there are very few votes in it. Yet the penalties for neglecting it, though 
they may take some time to mature, will in the end be inexorable. An install- 
ment is being experienced now. But if underinvestment continues much longer, 
then it may be wholly impossible to rescue the British economy. * * * 


In an article by William Henry Chamberlain, published in the Wall 
Street Journal for January 23, 1956, at page 8, the author says: 


Heavy and steeply progressive income taxation is proving to be the most effec- 
tive instrument of social revolution in countries with a tradition of maintaining 
law and order and a prejudice against outright plundering. 

The way of life of the British well-to-do and middle classes has been far more 
profoundly altered by the demands of the revenue service than by the transfer 
of the railways and coal mines to public ownership. And in the United States 
the same cause has produced similar effects. 

Social and ethical values have been affected by the shift in the incidence of 
taxation. There was a time, not so long ago, when the individual was expected 
to provide for his years of retirement from active work. Anyone, by merely 
adding up the amounts he has paid to Federal and State tax collectors over 
the last 10 or 20 years, can calculate how very much more difficult it is under 
present conditions to make adequate individual provision for old age. 

As a consequence there is much more dependence on State security and on 
private business pension funds. Independence has given way to dependence. 
Another result of heavy progressive income taxation is to dry up sources of 
private beneficence for hospitals, colleges, schools, and other public institutions. 

This trend is obscured now because of booming prosperity and because of the 
dazzling gifts of tax-exempt foundations, constituted out of fortunes which 
were made before current rates of taxation were ever dreamed of. But in the 
long run, as the State takes more in taxes it must take over more and more the 
support of institutions which grew up on a basis of private initiative and philan- 
thropy in times when the right of the individual to dispose freely of what he 
earned was unquestioned. 

A British economist of international reputation, Prof. Lionel Robbins, of the 
London School of Economics, recently took a penetrating look at the consequences 
of heavy progressive income taxation in Great Britain. He was not very happy 
at what he saw. The British system of income taxation is much like the Amer- 
ican, only more extreme, with lower exemptions, steeper rates, and more con- 
fiscatory surtaxes. 

Some of the more salient passages in Professor Robbins’ study, published in 
a recent issue of Lloyd’s Bank Review under the title “Notes on Public Finance,” 
are so applicable to comparable American conditions as to be worth quoting: 

“In the revolution of our time it is the tax machine which is the principal 
revolutionary agent. If I were asked to sum up in a word the salient character- 
istic of this revolution, I should choose the word ‘collectivism’ * * * the tend- 
ency to shift more and more the sources of initiative to the Central Government 
and its organs. 

“While, thank Heaven, we are still far from the limiting condition in which 
there is only 1 property owner and 1 employer, we have gone some way along 
that road. There can be no doubt that the power of the state, relatively to other 
social elements, has greatly increased. And this seems very much to be regretted. 

“I think it is about time that someone who is not deeply involved personally, 
having chosen a different way of life, should say bluntly that the higher reaches 
of our own (taxation) progression are quite indefensible save upon an avowedly 
confiscatory theory. So far as earned income is involved, they constitute a dis- 
crimination against enterprise and ability such as has never before existed for 
any long time in any large-scale civilized community. Certainly they are not 
dictated by any needs of revenue; the upper rates of surtax could be just canceled 
without creating any severe budgetary problem. * * * 

“There is nothing particularly neutral in the operation of the present tax 
structure. Relentlessly, year by year, it is pushing us toward collectivism and 
propertyless uniformity.” 
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In a statement entitled “Tax Policy in 1956,” and dated December 
1955, the Program Committee of the Committee for Economic De- 
velopment has this to say about our Federal taxes (pp. 6-8) : 


It is clearly desirable to reduce first those taxes which impede most seriously 
the growth of the economy. By fostering economic growth we are minimizing the 
burden of taxation. As the economy grows, the same tax rates produce more tax 
revenues. Insofar as Government expenditures can be held constant or reduced, 
the additional tax revenue made possible by growth can be plowed back into the 
economy in the form of tax reductions. 

~ * * ~ « * + 
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The Committee believes that the major tax impediments to growth in the : 
economy are to be found in the prevailing rate schedule of the individual income . 
tax. All income-tax rates impede economic growth to some extent. But the 
effect of the present rate schedule on certain middle and upper bracket rates is 
disproportionately heavy, especially in view of the peculiar, risk-taking contribu- 
tion which most taxpayers in these brackets make to the Nation’s economy. 
> * * a * . * 
} 


i i ll ee ee 


It is the Committee’s view that all income-tax rates should be reduced, but that | 
a relatively greater percentage reduction in tax should be made in the middle : 2 
and upper brackets where extremely high rates are seriously interfering with the 
incentive to take risks and with the supply and mobility of investment funds. In 
absolute amounts the savings will go largely to taxpayers in the lower brackets 
because of the large number of people affected. 


The corporate income tax is so high now that it plays a large and unhealthy 
part in virtually all business decisions whether to invest or not to invest money. 
Furthermore, it is capricious in its impact on individuals, whether they are 
viewed as stockholders or buyers of the corporation’s stock. 

One should not be deceived by the apparent prosperity despite high 
rate tax rates during the past decade and a half. It is the dlinect re- 
sult of war and the accompanying inflation, an inflation which dur- 
ing the past 15 years has cut the purchasing power of the dollar al- ' 
most in two. Certainly we cannot continue to depend on a war-in- 
duced inflation to maintain prosperity. The ultimate result is bound ) 
to be disastrous. 


Experience of the thirties 


The effect of our present system of taxation in normal times is 
shown by our experience during the thirties, a period in which we 
had the longest and most costly depression in our history, with unem- 

loyment of 10 million during much of the time. The depression 
asted 11 years, and it took a war boom to end it. This was a period 
of high and increasing surtax rates with no war. High taxes, and in ' 

articular high surtaxes, were regarded as the principal deterrent to | 
usiness recovery, and many economists and political, industrial, and 
labor leaders urged their reduction as an aid to recovery. 

For example, the Brookings Institution in a study completed in 
April 1939, and published as Pamphlet No. 21 under the title, “Taxa- 
tion and Capital Investment,” said : 
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In the light of the analysis which we have made, we offer the following rec- ; 
ommendations : 


I. THE SURTAX RATES IN THE UPPER BRACKETS SHOULD BE SUBSTANTIALLY REDUCED 
* * * * * * * 


words of comment are necessary with reference to some of the broader aspects 
of the problem with which we are concerned. We have made no attempt to 
estimate the extent to which the various recommendations which have been 
made would reduce current taxation receipts, or to suggest other taxes which 
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At the conclusion of this survey of taxation in relation to investment, a few 
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would presumably make good the deficiency. It is our view that even if there 
should be, immediately speaking, a considerable net reduction in tax revenues, 
the gains resulting from the stimulus to the expansion of private enterprise 
would, in the near future, much more than offset any probable revenue losses. 
As has been pointed out earlier in this analysis, the means of securing fiscal 
stability is to be found in the expansion of total national production. Taxa- 


tion revenues will pretty much take care of themselves if we can achieve full 
economic recovery. 


The suggested reduction in taxes would obviously accrue directly to the benefit 
of those in the higher income classes; and for this reason many would no doubt 
be inclined to oppose such changes. But if our analysis of the bearing of present 
tax policies upon recovery and capital expansion is correct, the benefits will 
shortly accrue to the Nation as a whole. An expansion of capital enterprise is 
the only means whereby the unemployment problem can be solved and the present 
oppressive burden of relief lifted. It is, moreover, the only means by which 
standards of living can be progressively increased as the years pass. 


* * * + * « s 


We must choose between an arrested flow of funds into new capital enter- 
prises—which halts economic progress and perpetuates stagnation—and a modi- 
fication in the system of taxation, even if such modification appears to run 
counter to current conceptions with respect to such problems as justice in taxa- 
tion and the redistribution of wealth through the medinm of tax machinery. 
The primary need at this time—outweighing every other consideration—is the 
stimulation of capital expansion. 


The above period is the only one of any substantial duration since 
the enactment of the first Income Tax Act in 1913 which has been 
free from the artificial stimulus of war and its aftermath, and at the 
same time has had very high surtax rates. It therefore furnishes the 
only real test of the principles involved in this discussion. 


B. Secondly, as to the estate and gift taxes 


The Reed-Dirksen amendment also deprives Congress of the power 
to impose death and gift taxes and leaves these means of raising rev- 
enue exclusively to the States, where they belong, and where competi- 
tion among the States would tend to keep the rates within reasonable 
bounds. 

Under existing laws the tax on the estates of decedents runs to a 
high of 77 percent, and the tax on gifts to 57.75 percent. These rates 
are manifestly confiscatory, and they have very harmful economic 
effects. They not only seriously impair the incentive to work, save 
and invest in productive enterprise, but they are extremely destructive 
of capital and, in the long run, will destroy the accumulations of 
capital that are so necessary for industrial activity and expansion, 
with the resulting beneficial effects on our economy. 

In its report on the tax problems of small business, published in 
June 1953, the Select Committee on Small Business of the United 


States Senate makes the following statements regarding estate taxes 
(pp. 21-23) : 


Your committee is deeply concerned with those forces which lessen competition 
and compromise the free-enterprise nature of our economy. Testimony which was 
given to the Taxation Subcommittee lent credence to reports that estate taxes 
often lead to the disappearance of small- or medium-size independent businesses 
or their merger with the dominant segment of an industry. 


The report quotes the following testimony of a witness: 


Since little companies are generally individually owned, death inevitably forces 
a substantial cash inheritance-tax demand on any small company owner’s estate. 
Then the small organization that had managed to survive competition and income 
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taxes must raise the cash to meet this tax, or be liquidated by sale or merger, 
which is happening at an alarming rate. 

The effect, then, of the present system of taxation is to accentuate the trend 
toward concentration of economic power in the hands of a few, while the De- 
partment of Justice spends great effort prosecuting the monopolies that are forced 
into existence by our tax system. 


In its findings and recommendations the committee says: 


The impact of death levies on many privately held small businesses 
all too often results in forced sales to competing firms in the same industry. 
Furthermore, the threat of inheritance and estate taxes provides a strong induce- 
ment for the principal owners of any such corporation to “hedge” against the 
possibility of death through such sellouts. 

Moreover, the heavy taxation of large estates compels the rich to 
seek comparatively safe, liquid investments in order to provide for the 
heavy taxes that will be imposed upon their estates at death, thus 
further reducing the capital available for hazardous business ventures 
which have done so much to improve the lot of the American people. 

It should be realized that rich men, such, for example, as the late 
Henry Ford, play a very important part in our economy. They and 
their families can personally consume and enjoy but a trivial part of 
their wealth. The balance is in effect held by them as trustees for the 
public. It is this wealth that has supplied in the past much of the 
venture or risk capital required by new and hazardous enterprises, 
such as the railroads, the automobile industry, the aircraft industry, 
and many others, as well as for the expansion of existing enterprises. 
By this means jobs and good wages have been provided for millions 
of workers. The automobile industry furnishes an excellent illustra- 
tion. Based upon 1952 reports, the number of jobs created directly 
and indirectly by the automobile industry, which is only about 50 years 
old, is over 9 million. This is 1 out of every 7 persons now employed 
in all classes of employment in the United States. 

Such enterprises, however, are risky. Many of them fail and the 
investor loses his investment. Hence, he must have funds that he can 
afford to risk. Most people do not have such funds, and such holders 
of capital as banks and trust estates are not permitted to make such 
hazardous investments. High death as well as high income taxes 
destroy the incentive and the ability to incur such risks. 

Does anyone doubt that the wealth of Mr. Henry Ford was of far 
greater benefit to the people of this country in his hands than it 
would have been in the hands of the Federal Government? He used 
it to develop a great industry which has given employment at good 
wages, directly and indirectly, to hundreds of thousands of people. 
In the hands of the Federal Government the money would soon have 
been dissipated in the construction of nonproductive post offices and 
other Government buildings and in paying the costs of an unduly ex- 
panded bureaucracy. 


Rule against perpetuities breaks up large estates 

There should be no fear that the absence of a heavy Federal estate 
tax would lead to an undue concentration of wealth in the hands of 
a few. The rule against perpetuities, inherited by us from the com- 
mon law of England, forbids tying up the ownership of property for 
a longer period than a life or lives in being and 21 years. In other 
words, an estate must be divided among the heirs or beneficiaries in 
the second succeeding generation. From that time on the estate will 
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be subject to a further subdivision with each generation, if it should 
happen that there is any of it left to be divided. If the large estates 
are to be broken up, it is obviously better that this should be done by 
natural forces than by taxation. In the first case the capital con- 
tinues in the hands of individuals. In the second it is taken by the 
Government. 


Revenue from death and gift taxes small 


Assuredly, the harm done to the economy by the present high rates 
of death and gift taxes is out of all proportion to the revenue pro- 
duced, and cannot be justified by any argument based on fiscal needs. 
Even with the very high rates now in force, the revenue from these 
taxes 1s comparatively trivial. The revenue collected from them in 
1955 was $936 million. This is about 1% percent of the total budget 
that year of $64.5 billion—enough to pay the Government’s expenses 
for about 5 days. 


States also impose death taxes 


The imposition of death taxes is not confined to the Federal Gov- 
ernment. The individual States as well impose either estate or legacy 
taxes on death. The duplication of taxes by the State and Federal 
Governments has become a matter of grave concern, and it is important 
that steps be taken to end it. The field of death taxes should be as- 
signed to the States, the laws of which determine the right to dispose 
of property on death and the rights of inheritance. 

The gift tax is merely auxiliary to the estate tax, and both should 
be dealt with alike. 

I submit that the evidence is overwhelmingly in favor of a change 
in our present system of imposing heavy progressive taxes on incomes, 
inheritances and gifts, and that question 1, “Should our present sys- 
tem of taxing incomes, inheritances and gifts be changed?” should, 
therefore, be answered in the affirmative. 

Question 2: If it is concluded that our present system of taxing in- 
comes, inheritances and gifts should be changed, can an enduring 
change be effected without a Constitutional amendment? 

It has been argued that tax rates should not be fixed in the Con- 
stitution, and that if a majority of the people think the high-bracket 
rates are too high, there is a much simpler remedy than amending 
the Constitution: The remedy is to elect Representatives who will 
reduce high-bracket rates. 

I am sure all will agree that this remedy has not worked very well 
during the past 20 years. Today, after 20 years of confiscatory higher 
bracket rates, we witness the spectacle of the Members of Congress, in- 
stead of granting relief to the taxpayers with the medium-sized and 
larger incomes, vying with each other in their efforts to win political 
favor with their constituents by tax handouts to the largest voting 
class, who little realize the harmful effects of such action on the people 
generally, including themselves; for it is crystal clear that every con- 
sideration of justice and the economic needs of the country demands 
that relief be granted the taxpayers in the medium and higher brackets. 
The proposed increase of $100 in the personal exemptions and credit 
for dependents and the $20 cut for all taxpayers and dependents would 
merely add to the present unjust ind destructive discrimination 
against the larger incomes. 

78203—56——4 
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Double progression in our tax laws 


This discrimination is even greater than appears on the surface. 
The Federal income tax, and for that matter any income tax which uses 
both exemptions and penarernye rates, is doubly progressive when 
measured against total taxpayer income. For example, a 20-percent 
flat, rate of income tax, with present deductions and exemptions, it- 
self results in a progressive scale of effective tax rates ranging from 2 

reent for a family of four with a $3000 income to 16 percent at 
$25,000, as shown by the following table: 


A family of 4 








Taxable income Percent of tax 
4 afterexemp- | Tax at 20 to income 
Before exemptions and deductions tions and 10 percent before exemp- 
percent in tions 
deductions 
acceler Sa ance acetal inleintaainnt xpasas dabasiat bs $300 $60 2.0 
OO lest Be oe cicatn tick see <a ceced opedemaekipntdesda tate 2, 100 420 8.4 
I eo toes tak apie ig ahr einai eat een aera irae trneetoced 6, 600 1, 320 13.2 
$25,000.......-------------------------------------00-------- 20, 100 4.020 16.1 


Certainly the experience of England furnishes no hope that the 
needed changes in our tax laws santo effected by legislation, where, as 
in the United States, a similar system of taxation has existed for many 
years, with the result that socialism has to a substantial degree sup- 
planted private enterprise. 

Fortunately, we have in this country something which England does 
not have—a written Constitution. 


Constitution filled with curbs 


The Constitution is filled with curbs on the power of Congress which 
were placed there to protect the people’s rights, such, for example, as 
freedom of religion, freedom of speech, freedom from unreasonable 
searches and seizures, and freedom from being deprived of life, liberty 
or property without due — of law. Excessive taxation would 
ultimately render many of these rights of little value. For example, 
what benefit would a citizen derive from the constitutional guaranty 
that he is not to be deprived of his property without due process of 
law if his property is taken from him or rendered of little value to 
him by excessive taxation? The freedom of the individual, which is 
the highest prize of all, is not safe without a curb on the taxing power. 
Congress should no more have unlimited power over one’s property 
than over his person; for, in the oft-quoted language of Chief Justice 
Marshall, “The power to tax involves the power to destroy.” 

It is worthy of note that the constitutions of 19 States contain curbs 
on the taxing power of their legislatures, and that in 4 of these States 
the curb relates to taxes on income. 

Even if it should be possible to get a Congress to adopt the needed 
changes in our taxing system, there can be no assurance without a 
constitutional amendment that the changes would be permanent. A 
later Congress could overnight eliminate the changes. 

The following statement by Thomas Jefferson is just as true today 
as when he uttered it: 


In questions of power, let no more be said of confidence in man, but bind him 
down from mischief by the chains of the Constitution. 
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Question 3: If it is concluded that our present system of taxing 
incomes, inheritances and gifts should be changed, and that this 
should be done by amending the Constitution, is the proposed 
amendment the right sort of an amendment ? 


At the outset let me correct certain erroneous impressions or infer- 
ences regarding the aims and purposes of the proposed amendment and 
its proponents. 

(1) The purpose is not to compel a shift from the income tax to a 
sales tax, as has been asserted. 

Such assertion is based upon statements by proponents of the amend- 
ment pointing out the fact that any possible immediate loss in revenue 
would be of minor amount and could be made up by excise or sales 
taxes, which under the present law produce only 15 percent of the 
total Federal revenue as compared with 78 percent from income taxes. 
At the same time, however, the proponents expressed the opinion that 
the loss in revenue would be only temporary and that eventually the 
lower rates on income would produce greater revenue than the higher 
rates. 


Revenue from income tax dependent on size of income as well as rate 

The revenue from an income tax is dependent not only on the rate 
of the tax, but also on the size of the income on which the tax is 
imposed. Within reasonable limits, lower rates will in due course 
produce greater revenue than higher rates. 

There are two reasons: 

(1) The lower rates leave more income in the hands of the tax- 
payers. This income when invested produces more income, which in 
turn, when invested, produces still more income, and so on. 

(2) The lower rates encourage greater work, greater savings, and 
greater production of wealth. 

The result is to increase the national income on which the tax is 
imposed, so that with lower tax rates greater revenue will be pro- 
duced. This in turn makes possible further reduction in rates. At 
the same time, the increase in the Nation’s wealth benefits the people 
as a whole. ; 

Accordingly any immediate loss in revenue through the elimination 
of the higher rates would undoubtedly be only temporary. Eventually 
the lower rates would produce greater revenue than the higher rates. 

This view is supported by the actual experience of the Federal Gov- 
ernment. For example, in 1926 Congress passed a tax act reducing the 
maximum individual income tax rate from 46 percent to 25 percent, 
applicable to the year 1925 and succeeding years. In 1929 the rate 
was still further reduced to 24 percent. The individual income taxes 
reported for each of the 3 calendar years, 1927, 1928 and 1929, with 
the lower rate, were greater than those reported for 1924, when the 
rate was 46 percent. 

A comparison of the 6 years, 1926 to 1931, inclusive, with the 6 suc- 
ceeding years, 1932 to 1937, inclusive, also supports this view. In the 
first period the maximum individual income tax rate was 24 percent in 
1 year and 25 percent in the remaining 5. In the second period it was 
63 percent in the first 4 years and 79 percent in the last 2. Despite 
the fact that in the earlier period individual income tax rates were 
much lower and the population substantially smaller, the national in- 











48 TAXES ON INCOMES, INHERITANCES, AND GIFTS 


come and the revenue, as shown by the individual income tax returns, 
were higher. ; 

The principle involved is the same as that governing the operation 
of a successful business, namely, that within certain limits the greatest 
profits come from charging a low rather than a high price for goods 
sold. As high prices lessen the ability and incentive to buy, so high 
tax rates lessen the ability and incentive to work, save and invest. 

Many students of the subject have long recognized this principle. 

For example, in his book, Taxation: The People’s Business, pub- 
lished in 1924, Mr. Andrew W. Mellon, then Secretary of the Treasury 
of the United States, said (p. 16) : 


It seems difficult for some to understand that high rates of taxation do not 
necessarily mean large revenue to the Government, and that more revenue may 
often be obtained by lower rates. There was an old saying that a railroad freight 
rate should be “what the traffic will bear,” that is, the highest rate at which the 
largest quantity of freight would move. The same rule applies to all private 
business. If a price is fixed too high, sales drop off and with them profits; if a 
price is fixed too low, sales may increase, but again profits decline. The most 
oustanding recent example of this principle is the sales policy of the Ford 
Motor Car Co. Does anyone question that Mr. Ford has made more money by 
reducing the price of his car and increasing his sales than he would have made 
by maintaining a high price and a greater profit per car, but selling less cars? 
The Government is just a business and can and should be run on business 
principles. 

Again, on February 12, 1924, the late President Coolidge, support- 
ing the position which had earlier been taken by President Wilson and 
three Secretaries of the Treasury—Carter Glass and Secretary Hous- 
ton, both Democrats, and Andrew Mellon, a Republican—in advocat- 
ing a reduction in income tax rates, said : 

Experience does not show that the higher rate produces the larger revenue. 
Experience is all in the other way. * * * The experience of the Treasury De- 
partment and the opinion of the best experts place the rate which will collect 
most from the people of great wealth, thus giving the largest relief to the people 
of moderate wealth, at not over 25 percent. 

The immediate loss in revenue from the individual income tax and 
the estate and gift taxes occasioned by the adoption of the amendment 
would amount to only about $3 billion. The case of the corporation 
tax is dealt with further on. 


Should eliminate waste and competition with private business 


The-proponents of the amendment also pointed out that by eliminat- 
ing waste and extravagance, the Federal budget could undoubtedly be 
cut by an amount substantially in excess of any immediate loss of 
revenue occasioned by the proposed amendment. The reports of the 
Hoover Commission Organization of the Executive Branch of the 
Government show how at least $7.5 billion could be saved each year 
through the elimination of waste, without involving any reduction 
in military strength, any item of useful public works, or any “deliv- 
ered” Federal contribution to health, education, and welfare. 

Furthermore, the Federal Government is heavily engaged in a great 
many industries competing with private enterprise. A report of a 
subcommittee of the House on government operations in 1954 pre- 
sents a staggering array of Government businesses that feed on the 
tax moneys collected from their business competitors. These busi- 
nesses cover almost all phases of American enterprise—manufactur- 
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ing, transportation, services, insurance, credit, retailing, and so forth. 
The Federal Government owns land equal to one-fourth of the area 
of the 48 States. 
The National Associated Businessman, Inc., an organization headed 
by Charles E. Wilson, a former president of General Electric Co., in 
a statement issued last year, had this to say on this subject : 


“Secretary of Agriculture Ezra Taft Benson, speaking recently in New York, 
said that 2 years ago the Federal Government “owned or had a stake in $130 
billion worth of railroads, ships, coffee-roasting plants, sawmills, paint factories, 
bakeries and refineries.’ He added: ‘We are at last moving steadily in the 
opposite direction—and none too soon.” 


In another statement issued by this same organization last year, it 
is said: 


The sale of these business enterprises to taxpaying businesses would benefit all 
segments of our economy. 

First, and foremost it would reverse the present trend to socialism which is 
placing more and more of our economy in public ownership. 

Second, it would enable the Federal Government to reduce the national debt 
by up to 10 percent (about $30 billion) and thereby cut Federal expenditures for 
interest by as much as $600 million a year. 

Third, it would spread the tax base by placing more business in the hands of 
taxpayers. It is estimated that this would increase tax revenues by $1 billion 
a year. 

Fourth, it would eliminate further appropriations from the United States 
Treasury for annual operating costs and expansion of these institutions. This 
could amount to as much as $3 billion annually. 

Fifth, it would make a substantial reduction in Federal taxes possible by de- 
creasing expenditures and increasing revenues. The possible reductions would 
be up to $4.6 billion annually. Other savings in the Defense Department would 
result from the release of civilian and army personnel. 

Sixth, it would restore tax revenues to local governments where these enter- 
prises have all but wiped out large segments of taxable property. 


The American Progress Foundation, of Los Angeles, Calif., esti- 
mates that more than $50 billion is recoverable by selling the proper- 
ties and facilities of the Federal corporations back to the American 
people, and that the annual savings in cost of Government would 
amount to many billions. 


Load carried by excise taxes small 


I do not wish to imply, however, by anything I have said, that I 
consider the relatively small portion of the taxload carried by excise 
taxes a sound policy. Taxes on expenditures, that is, excise or sales 
taxes, constitute a much more dependable source of revenue than taxes 
on income, for income fluctuates with the rise and decline of business 
in a much greater degree than spending. 

Writing on this subject in September 1953, William R. Biggs, vice- 
president of the Bank of New York, the oldest banking institution in 
the country, said: 

No government in the world, to our knowledge, raises such a large proportion 
of its budget from income taxes (personal and corporate) as the United States. 
In most countries, including members of the British Commonwealth, the percent- 
age of the budget raised from income taxes (personal and corporate) is nearer 
50 percent than the 80 percent in the United States. Because of this dependence 
on income taxes, revenues are especially difficult to predict. * * * If the long- 


term integrity of the dollar is to be maintained, the present topheavy dependence 
for revenue on income taxes must be adjusted. 
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Another erroneous impression is that the proposed amendment seeks 
to control Government spending by the left-handed method of limit- 
ing a particular source of revenue. 

The proposed amendment has nothing whatever to do with spend- 
ing. This matter is the subject of another amendment, known as the 
Byrd-Bridges amendment (S. J. Res. 126), introduced in the Senate 
by Senators Byrd and Bridges on January 25, 1956, which is aimed at 
compelling the balancing of the Federal budget each year. 

Except for the comparatively trivial amount raised by the Federal 
estate and gift taxes (less than $1 billion a year), the proposed amend- 
ment does not impair the Government’s power to raise needed revenue 
during either war or peace. It merely limits the degree of income-tax 
rate progression, which is wholly without justification anyway. It 
does not prescribe the top rate that Congress may impose. 

Effect of reduction of high individual rates 

As I have above pointed out, a reduction in the higher bracket rates 
of the individual income tax would involve a comparatively small loss 
in revenue—a loss which would undoubtedly soon be made up by an in- 


crease in the income base on which the tax is levied. Both reason and 
our own past experience justify this conclusion. 
Cut in corporate rates 

A drastic cut in the corporate rates would be more costly, and it 
would take a longer time to repair the loss. For example, a cut of 7 
percent in the top rate, so as to reduce it to 45 percent, just 15 percent- 
age points above the beginning rate of 30 percent, would cost about $3 
billion in revenue. 

The fact that in the case of corporations the spread of 15 percentage 
points between the top and bottom rates permitted by the Reed-Dirk- 
sen amendment is less than the existing spread of 22 percentage points, 
constitutes no valid objection to the amendment, and, if the budget 
needs do not warrant it, should not require the lowering of the top rate 
merely to meet a desired or previously established level for the bottom 
rate. Instead, the bottom rate could be increased. Certainly as be- 
tween a substantial reduction in individual income tax rates and a few 
points reduction in corporate rates, it would seem clear that the stock- 
holders of the small corporations, who are the real parties in interest, 
would prefer the former. As I have pointed out already, however, the 
available economies in the budget should render this question aca- 
demic. 

According to former Secretary of the Treasury Snyder’s report of 
February 5, 1951, to the Ways and Means Committee, there were 400,- 
000 corporations paying taxes, 280,000 of which had profits of $25,000 
or less. These small corporations had only 4.8 percent of the taxable 
net income of all corporations and paid only 3 percent of the total taxes 
on corporations. 


Graduation of corporate rates unsound 

Trrespective of one’s views as to graduated rates in the case of in- 
dividuals, it must be clear that the graduation of rates in the case 
of corporations is unsound. In essence, a corporation is nothing but 
the aggregate of its stockholders. It is the stockholders, not the cor- 
poration, to whom the profits ultimately belong and upon whom the 
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tax burden in reality falls. The value of the average stockholding is 
undoubtedly much less in the case of the large corporations than in most 
of the smaller ones. Accordingly, to tax the large corporation at a 
higher rate than the small is in effect to tax the small stockholder, the 
real party in interest, at a higher rate than the large stockholder. 

It should be remembered that the stockholders of the corporations 
in the $25,000-and-under class constitute only a small fraction of the 
total number. However, largely for political reasons, there has be- 
come imbedded in our tax laws the principle of granting lower rates 
to the small corporations. All that the proposed amendment does 
is to provide that this concession shall not exceed 15 percentage points. 

It should also be borne in mind that the proposed amendment does 
not require the rates on corporations and individuals at any time to be 
the same. 

(3) It has also been suggested that to reduce the maximum progres 
sion at one fell swoop from 71 percent to 15 percent or less might have 
drastic and far-reaching consequences upon taxpayer morale. 

It is, of course, not necessary to have this reduction at one fell 
swoop. It will undoubtedly take some years after the amendment 
is approved by Congress to secure its r: atification by three-fourths of 


the States. During that time, Congress could gradually reduce the 
rates. 


This amendment should not be confused with other amendme ents 


Incidentally, the Reed- Dirksen amendment which we are discussing 
should not be confused with an earlier amendment introduced in Con- 
gress by Messrs. Reed and Dirksen in the fall of 1951. ‘The present 
amendment is a substitute for that. Nor should the present Reed- 
Dirksen amendment be confused with the amendment proposed by a 
number of State legislatures, which limits the power of Congress 
to impose income, death, ‘and gift taxes to a maximum rate of 25 
percent, with no right to exceed such rate or suspend the limitation 
except in time of war. These other amendments are quite different. 
Amendment will not shift tax burden to poor 

Certain critics of the proposed amendment refer to it as a million- 
aire’s amendment, and assert that it will shift the burden of taxation 
from the rich to the poor, and make the rich richer and the poor 
poorer. Their criticism implies that the two groups are static—that 
the rich are always rich and the poor are always poor. Of course, 
this is not the fact. The poor of today are often the rich of tomorrow, 
and vice versa. No private or free enterprise system can survive which 
does not provide an adequate incentive to acquire wealth. 

No person should wish to deprive himself of the opportunity to 
acquire wealth. No parent should wish to deprive a child of such 
opportunity. In the words of Abraham Lincoln: 

Property is the fruit of labor; property is desirable; is a positive good in 
the world. That some should be rich shows that others may become rich, and 
hence is just encouragement to industry and enterprise * * * Let not him who 
is houseless pull down the house of another, but let him labor diligently to 
build one for himself, thus by ex: imple assuring that his own shall be safe from 
violence * * *. I take it that it is best for all to leave each man free to ac- 


quire property as fast as he can. Some will get wealthy. I don’t believe in 
a law to prevent a man from getting rich; it would do more harm than good. 
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The proposed amendment will not shift the burden of taxation 
from the rich to the poor. On the contrary, it will reduce the burden 
on those with the smaller incomes. 

As I have pointed out already, the great bulk of the revenue from 
the individual income tax comes not from the taxpayers with the 
larger incomes, but from those with the smaller incomes. This is for 
the very simple reason that that is where the great bulk of the tax- 
able income is. The only possible way to give relief to the small- 
tax payers is either (1) by reducing the need of revenue through cut- 
ting expenditures, or (2) by increasing revenue through a drastic re- 
duction of the present confiscatory higher bracket rates so as to in- 
crease incentive and investment in productive enterprises, thereby in- 
creasing the national income, which constitutes the tax base, and as 
a result increases the revenue. 

Reducing high surtax rates not a discrimination in favor of rich 

Reducing the high surtax rates is not a discrimination in favor of 
the rich, as some assert. It is rather the partial removal of an exist- 
ing discrimination against the rich of a most extreme character, rang- 
ing from 20 percent to 91 percent. This will benefit not only those 
in the higher brackets, but the people as a whole, as I have pointed out. 
Taxation according to ability to pay 

Much has been written about taxation in accordance with ability 
to pay. 

“Taxation in accordance with ability to pay” is not an economic 
concept having any defined limits or based upon any scientific prin- 
ciple. It is more in the nature of a political slogan. With a flat rate 
of tax a man with a $20,000 income pays twice the amount of tax paid 
by a man with a $10,000 income. This certainly gives recognition to 
the ability of a man with a larger income to pay a larger amount 
in taxes. When, however, you once accept the principle that a man 
with a $20,000 income shall pay a higher rate of tax than a man 
with a $10,000 income, where, may I ask, is the stopping point? Car- 
ried to its logical conclusion, the principle of progressive taxation 
would mean the reduction of all incomes after taxes to the same level, 
which happens to be the goal of Communists, whose platform provides 
for a heavy progressive or graduated income tax. Those who sup- 
port the graduation of tax rates, whether they realize it or not, are 
following the Marxian doctrine. 

The sound and justifiable method of taxing income is at a flat or 
proportional rate. To quote Dr. Harley L. Lutz: 

This, indeed is what Adam Smith, the originator of the whole ability concept, 
proposed. His first maxim of taxation, which has been the source of the ability- 
to-pay doctrine, was in part as follows: “The subjects of every state ought to 
contribute toward the support of the government as nearly as possible, in pro- 
portion to their respective abilities ; that is, in proportion to the revenues which 
they respectively enjoy under the protection of the state.” 

The principal harm, however, is caused not by a moderate degree 
of graduation, but by the extremes to which the principle has been 
carried. 

As I have pointed out, the proposed amendment does not prohibit 
tax-rate progression. It merely limits its degree. 
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Present confiscatory rates not approved by people 

That the present confiscatory rates are not approved by a large 
majority of the American people is shown by two Gallup polls. Ac- 
cording to the first poll published in September 1951, the vote of those 
having an opinion was 2 to 1 in favor of a 25 percent top limit, and 
ace on to the second poll, published in July 1952, the vote was al- 
most 3 to 1 in favor of such limit. 


There was published on March 18, 1956, another Gallup poll dealing 
with this question. I quote from it as follows: 


If the American people themselves wrote the Federal income-tax bill this 
year, they would make families in the lowest income brackets pay about what 
they are now scheduled to pay and would ask less tax from the “big fellow” than 
he actually pays at persent. 

The typical family of four with an income of $3,000 a year would pay $65 
in Federal income taxes next year if the public set the rates. Under the present 
tax schedule, such a family will actually pay about $65 for 1956 income. 

On the other ane a family of four with earnings of $50,000 a year would pay 
a tax next year of $7,125 if the public were setting the rates, whereas this 
family will msl pay much more—about $18,294 for 1956 income. 

Two years ago the public set the rate on a $3,000 income at $70 and on a 
$50,000 income set a rate of $8,000. 

The survey results indicate that the general public is either much less im- 
bued with a “soak the rich” tax philosophy or is far more conservative about 
taxing the rich than either Congress or the Treasury Department. 

The median average of what the public would charge in the way of taxes next 
year is shown below, together with estimates of the rates scheduled to be paid 
under the present tax bill. These estimates were calculated with a minimum of 
deductions. 


If public set | Approximate 


tax rates 1956 tax rate 
$3,000 7 s ; $65 $65 
$5,000... __- S55 Es ; : 235 420) 
$10,000 7 2 ~ — g . 690 1, 372 
$50,000 . sip aie a ae re - . 7, 125 18, 294 


The tendency of the public to set taxes for the upper-income brackets at 
lower rates than those actually existing has been found in Institute surveys 
over the last 15 years. . 

As early as 1941, it was found that the public would levy only about half 
as much tax on a $50,000-a-year income as that actually levied by the Federal 
Government. 

In a 1947 survey the public set the rate at only about one-third the amount 
actually paid by the $50,000-a-year family. 

In 1951, with the Korean war necessitating an increase in income tax rates, 
the public thought the tax on $50,000 should be $10,000, whereas the approxi- 
mate rate paid was $16,616. 


Results of a redistribution of wealth 

One must not be misled by the claims often made that everyone 
could have the desired comforts of life if the wealth of the wealthy 
were redistributed among all the people. The falseness of these claims 
is shown by the following figures taken from the report of former Sec- 
retary of the Treasury Sny der, above referred to: 

If the total taxable income, before taxes, in the income tax brackets 
over $6,000 were divided equally among the 55 million people in the 
country at that time, each person would receive $80. 

If the total taxable income, before taxes, in the brackets over $10,000 
were so distributed, each person would receive $50. 
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If the total taxable income, before taxes, in the brackets over 
$20,000 were so distributed, each person would receive $25. 

The lesson to be learned from this is that what is needed to improve 
the lot of the less fortunate is not a redistribution of existing wealth, 
but the production of more wealth. This can be accomplished only by 
providing a proper incentive for people to work, save and invest in 
productive enterprise. The removal, or partial removal, of this in- 
centive by excessive income and death taxes leads to the production 
of less wealth and defeats the objective of improving the lot of the 
less fortunate. 

If the heavy progression in individual income tax rates is destruc- 
tive of the private enterprise system and the liberty of the people, 
and if the high rates produce relatively little revenue now and will 
ultimately produce less revenue than lower rates, what excuse is there 
for continuing them? Not a single valid reason for so doing can be 
given. They are manifestly a penalty imposed upon success. Dr. 
King has very aptly asked the question, “Is success criminal?” It is 
so treated by our present tax laws. 

Effect of amendment on States rights 


Another important effect of the amendment would be to restore to 
the States the power to be financially independent and to free them- 
selves from Federal domination. The Federal Government should 
not be permitted to “hog” the revenue and hand back part of it to 
the States on conditions. 

It should be remembered that with minor exceptions every dollar 
spent by the Federal Government comes from the very sources of 
revenue that are available to the States. They should raise the revenue 
and spend it themselves. Responsibility for the raising of revenue 
is one of the best checks upon extravagant and unwise expenditures. It 
is too easy to spend money raised by someone else. 

Moreover, the States and municipalities are better fitted than the 
Federal Government to perform the services which are primarily of 
State or local concern, and they would do so at much less cost. Per- 
formance of these services by the Federal Government has meant the 
maintenance at great cost of a vast horde of bureaucrats on the Federal 
payroll, many of whom could readily be dispensed with. 

The Reed-Dirksen amendment has been endorsed by a number of 
organizations, including (1) the American Bar Association, (2) the 
Committee for Constitutional Government, (3) the Western Tax 
Council, (4) the National Association of Manufacturers, (5) the 
American Legion, (6) the National Economic Council, (7) the Ameri- 
can Taxpayers Association, (8) the Campaign for the 48 States, (9) 
We, The People, and (10) For America. 


SUMMARY 


By way of summary, therefore, I submit that— 

1. The heavy progressive rates of our present income, death, 
and gift taxes will eventually lead to Government ownership and 
control of all industry, which is socialism. 

2. The proposed amendment would largely eliminate the social- 
istic features of our tax system without ay the Govern- 
ment’s power to raise revenue, except by means of death and gift 
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taxes. The revenue from these two sources has been running 
at less than $1 billion a year. 

3. The initial loss from any changes in taxes required by the 
amendment would be substantially less than the savings recom- 
mended by the Hoover Commission. 

4. Moreover, such initial loss would soon be made up by the 
increase in revenue resulting from the lower rates. 

5. Our present system of taxation is dangerously weak in its 
extreme dependence on income taxes. A much larger proportion 
of our revenue should be raised by consumption taxes. This of 
itself would permit a substantial reduction in all income-tax rates. 

6. The issue is whether, with these facts before us, we should 
hesitate to eliminate the socialistic features of our present tax 
system and to insure the permanence of such changes by a con- 
stitutional amendment. 

7. There is the further important fact that the proposed amend- 
ment would restore to the States the power to be financially in- 
dependent and to free themselves from Federal domination. 

In conclusion, therefore, I submit— 

1. That the present system of taxing incomes, inheritances and 
gifts should be changed ; 

2. That no enduring change can be effected without a con- 
stitutional amendment; and 

3. That the proposed Reed-Dirksen amendment is a sound and 
practical means of effecting the needed changes. 

(Mr. Dresser subsequently submitted a letter and supplemental state- 
ment which is printed herewith. ) 


EDWARDS & ANGELL 
COUNSELLORS AT LAW 


PROVIDENCE, R.I., April 26, 1956. 
Re Reed-Dirksen amendment (S. J. Res. 23) 
Hon. WILLIAM LANGER, 
Senate Judiciary Committee, 
Senate Office Buiiding, Washington, D.C. 


DEAR SENATOR LANGER: I am enclosing herewith a brief supplemental state- 
ment dealing with the subject of the law of diminishing returns from progressive 
rates of taxation, which, with your permission, I should like to have incorporated 
in the record of the hearing on the Reed-Dirksen amendment. 

Very sincerely yours, 
RosBert B. DRESSER. 


SUPPLEMENTAL STATEMENT OF ROBERT B. DRESSER 


In addition to the material contained in my statement at the hearing on April 
24, 1956, regarding the law of diminishing returns from progressive rates of 
taxation, I wish to add a very enlightening speech by Congressman Daniel A. 
Reed, published in the Congressional Record for Friday, April 2, 1954, at page 
3537 of the Appendix. In this speech Congressman Reed, who was at the time 
chairman of the House Ways and Means Committee, said : 

“Advocates of high taxes often ignore the fact that high tax rates do not 
necessarily mean high tax yields. No matter how high tax rates may be, tax 
yields will be low unless the economy of the country is in high gear. A tax 
program should be designed to increase economic activity. If it is so designed, 
tax yields will remain at a high level, even though rates are lowered. This fact 
is demonstrated by our experience from 1921 to 1929. 

“Individual income-tax rates were reduced six times during the 1920’s. A 
comparison of the first two tables annexed hereto shows that the cuts in indi- 
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vidual income-tax rates made during the years from 1921 to 1929 did not result 
in a net loss of revenue. During each of those years not only was the budget 
balanced but there was a substantial surplus. * * * 

“Despite these tax cuts, revenues (on a liability basis) from individual income 
taxes, increased from $719,387,106 in 1921 to $1,001,938,147 in 1929—an increase 
of about 30 percent. A similar percentage increase would bring in about $9 bil- 
lion of additional tax yields today. * * * 


“It is significant that during the period from 1921 to 1929, when these tax 


policies were in effect, the national income increased from $69.5 billion to $83.3 
billion. 


“The conclusion which the experience of the 1920’s compels is that judicious 
cuts in individual income tax rates have the effect of increasing the prosperity 
of the Nation, and that it is primarily the level of prosperity which determines 
tax yields, and not tax rates. 


“In comparing our present situation with the 1920’s it should be further borne 
in mind that today our tax rates in the high brackets are not designed primarily 
for revenue purposes, but are the legacy of the social philosophies of the New 
Deal and Fair Deal. 


“This is demonstrated by the fact that if tax rates were reduced from the 
present maximum of 91 percent to a maximum of 50 percent the revenue loss 
(estimated by mathematical projection) would barely exceed $1 billion out of 
almost $30 billion collected from individual income-tax payers. 

“It would seem to be unquestionable that tax-rate cuts today would have an 
even more beneficial effect on the economy than they had in the 1920’s when taxes, 
even in the highest brackets, were a relatively light burden.” 

Respectfully submitted. 

Mr. Smrrnry. May Task a few questions? 

Senator Lancer. Yes, of course. 

Mr. Surruey. Mr. Dresser, calling your attention to page 2 of the 
amendment, I notice that in order to raise the tax above 25 percent, 


it requires a three-fourths vote of the entire membership of both 
Houses of Congress. 


Mr. Dresser. That is right. 
Mr, Surrury. Wouldn't it be simpler if they wanted to raise the 
rate to institute another constitutional amendment which would only 
require two-thirds of those present and voting in those Houses? 

Apparently, the restriction here is so strong that it might be easier 
to submit a new amendment. 

Mr. Dresser. You mean in place of that. 

Mr. Smirney. Yes; and might you then not lose the very thing 
which you now seek; namely, the 25- percent limitation ? 

Mr. Dresser. You mean because it would be so simple to get a 
two-thirds vote? 

Mr. Smrrney. I mean by that that it would be so difficult to get 
three-fourths of the entire membership of both Houses. 

Mr. Dresser. I don’t quite follow your question, Will you repeat it? 

Mr. Smirury. It now requires, in order to submit an amendment to 
the Constitution, two-thirds of the Members of both Houses, present 
and voting. Not two-thirds of the entire membership. 

As I read this, I ask you if it is not true that under the amendment, 
in order to raise the tax above the 25 percent, would it not be necessary 
to get a three-fourths vote of the entire membership? 

Mr. Dresser. It would be necessary to get a two-thirds vote of those 
present and voting, and then you would have to run the gauntlet of 
the States, and get three-quarters of the States, or 36, to the amend- 
ment. 

Mr. Smirney. You are not responding to my question, sir. 
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The question is, under the amendment would it not be necessary 
in order to secure a higher ceiling to get three-fourths of the entire 
membership of both Houses of Congress ? 

Mr. Dresser. That is what the amendment says. 

Mr. SmitTuHey. Since that is true, would it not be more difficult to 
act pursuant to this amendment than it would be to set a new ceiling 
by a constitutional amendment ? 

Mr. Dresser. That is what I am seeking to answer. I am saying 
it would be simpler in Congress. But in order to amend the Constitu- 
tion, you would have to get a ratification by three-fourths of the 
States, which you wouldn’t have to do under the amendment here. 

Mr. Smiruey. Under this proposal, as I see it, a militant minority of 
25 percent could remain out of attendance. In other words, remain 
absent from the chamber and thereby defeat the raising of the ceiling. 
Is that not true? 

Mr. Dresser. I beg your pardon, sir. Would you say that again? 

Mr. Smirnuey. Under the proposal now before us, a militant minor- 
ity aggregating 25 percent of the members of Congress could simply 
remain away from the chambers and thereby defeat a higher tax 
ceiling. 

Mr. Dresser. That is perfectly true. And I think it is quite im- 
portant there should be some limitation, because there are many means 
of evading the limitation unless you have a provision of that sort. 

I can’t conceive it possible that 25 percent of the members of the 
House or of the Senate would decline to take action to increase the 
rate, where it was essential to meet an emergency. 

Mr. SmirHey. Would you oppose, sir, if the committee deemed it 
advisable, the reduction of that requirement to a two-thirds vote of 
both Houses present and voting? The same requirement that is exacted 
when vetoes are overridden and when constitutional amendments are 
submitted. 

Mr. Dresser. May I say this? I have no power to press 

Mr. Smiruey. I am asking for your personal views. 

Mr. Dresser. Personally, I think I would. I don’t think that would 
be a sufficient protection. I would think that perhaps you might 
change the three-fourths vote to a two-thirds vote of all members, 
but I would think that two-thirds of those present and voting would 
very largely impair the value of the amendment for reasons which 
will take some time to explain. 

I believe that the only adequate protection you get in certain in- 
stances is the protection that is afforded by requiring this more than 
a majority vote of the three-quarters vote. 

Mr. SmitrHey. Now, if we may shift to the 25 percent ceiling for 
the moment. 

Do I understand your statement correctly, sir, to infer that if the 
income tax ceiling were established at 25 percent, that would result 
in the maximum revenue to this Government ? 

Mr. Dresser. I haven’t said that, no. 

Mr. Smirnuey. Then what is the purpose of the 25 percent ceiling? 
Why isn’t it 30 percent or 40 percent ? 

Mr. Dresser. In order to fix a point at which more than a majority 
vote of Congress will be provided in order to fix higher rates. 

Mr. Smirney. Why 25 percent ? 
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Mr. Dresser. That historically is a rate that has been accepted by 
many members. It might have been 35 percent or 

Mr. SmirHry. Would 40 percent be acceptable, as long as a ceiling 
were established ? 

Mr. Dresser. To me, you mean ? 

Mr. Smirney. Yes. 

Mr. Dresser. No, I wouldn’t think so. 

Mr. ImperMan. May I answer that for Mr. Packard ? 

Senator Lancer. You did answer it. 

Mr. Imperman. Yes, I did. 

Senator Lancer. You have answered it once. 

Mr. Smitruey. May I ask some more questions ? 

Senator Lancer. Yes. 

Mr. Smrruey. I am not sure Mr. Dresser may be the one individual 
most able to answer that. 

It has been mentioned here that under the alternative route for 
amending the Constitution, 31 States have petitioned Congress to call 
a Constitutional Convention. 

Nowhere in the testimony have I yet heard which of those States 
or how many have attempted to rescind their prior action. 

Mr. Dresser. I am not in a position to answer that. I think Mr. 
Packard or Mr. Imberman may. 

Mr. Packarp. Some seven, I think. 

We don’t admit that they can rescind, because when State legisla- 
tures take up the consideration of a constitutional amendment, they 
derive their authority from the Congress of the United States, which 
has the initiatory powers in those matters. But when they are enact- 
ing the laws for the people, they enact those laws in the name of the 
people in the State. 

The moment you shift from one position to the other, you just 
eliminate any difficulty of that sort because the moment—if that same 
Legislature, of course, were to rescind, that would be different. But 
if they adjourn, then there is no power on earth to change that Con- 
stitution-amending body—there is no power on earth to change that, 
because they were acting under the authority of Congress and not of 
the people of the State, to amend their Constitution. 

I think any ordinary guppes of the Constitution of the United 
States and its history and the founding of this republic will bear me 
out on that. 

Tom Jefferson wanted a constitutional convention every 29 years. 

Mr. Imperman. May Mr. Packard put in the record several of the 
legal articles he has written on this subject ? 

Mr. Smiruey. He asked for that permission earlier, I think. 

Senator Lancer. It will go in the record. 

Mr. Smiruey. This is not directly on the record. I think it has 
some porsneney if another State does petition the Congress, this 
committee may be called on to render a decision to the Congress on the 
calling of a constitutional convention to submit an amendment. 

Mr. Packarp. That has never been used. 

Mr. Smirney. That is admitted. We are charting a new area. 

Mr. Packarp. The Founding Fathers submitted a Constitution with- 
out a Bill of Rights. That doggone Fifth Amendment—the ink 
wasn’t cold on it when James Madison, United States Senator, arose 
in his place in the Senate and said : 
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Mr. President, there has been a number of petitions in here to amend this 
Constitution and put in a Bill of Rights. 


He said: 
Iam submitting a Bill of Rights, some 138 amendments. 


They were referred to a committee, and there were 11 of them sub- 
mitted, and 10 of them adopted. We got a Bill of Rights. England 
had one for exactly 100 years. 

Mr. Smirnery. Now, Mr. Packard, and gentlemen, I would like to 
ask these further questions in light of the explanation you just gave 
the chairman. 

Mr. Packarp. All they have to do to get out of that is just to submit 
the amendment. 

Mr. Smirury. Over what period of time have these petitions been 
submitted? The first one wasin 1939? Isthat correct? 

Mr. Packarp. Yes. 

Mr. Smiruey. So the time has run from 1939 to 1955. 

Mr. Imperman. This is 1956. 

Mr. Smirurey. Excuse me. 

Now, have these petitions been uniform in character? Were they 
all for the submission of an amendment of precisely the same language 
and character ? 

Mr. Packxarp. They all complied with the Constitution. 

Mr. Smituey. I don’t think that is responsive to my question, sir. 

Were they all the same ? 

Mr. Packarp. No. 

Mr. Smiruey. I gathered from a suggestion of Senator Dirksen a 
few minutes ago that one of them called for a reasonable ceiling. 

Mr. Pacxarp. A lot of them do. 

Mr. Smiruey. There is no figure mentioned in the petition ? 

Mr. Packarp. There has been none, no. 

Mr. Smirney. Do you agree that this decision that the Congress 
may be called upon to make, if there is another State which petitions 
for the calling of a constitutional convention—do you agree that is 
essentially a political question, which therefore cannot be reviewed by 
the courts ? : 

Mr. Pacxarp. I would think so. 

Mr. SmirHey. You agree with that. 

Mr. Packarp. That has been in the history of the Constitution. 
They go ahead and submit some sort of amendment to satisfy the 
people who are moving for this relief. 

Mr. Smirney. You are suggesting you have no alternate to this 
route except by submission of an amendment ? 

Mr. Packarp. Through aconvention? None at all. 

Mr. Imperman. He is suggesting there is no alternate 

Mr. Packarp. When they get up to 30, 31, 32 States, then the Con- 
gress submits the amendment. 

Mr. McNett. Legislatures of the States. 

Mr. Packarp. Yes. They submit an amendment to the legislatures, 
and they vote on it. 

Mr. Smirney. Then you are not really working for the calling of a 
constitutional convention. What you want is the Congress to sub- 
mit it to the States for ratification ? 














Mr. Packarp. When the 14th amendment was adopted, the Presi- 
dent attached a note to it and sent it back to Congress, saying that 
they had gotten it in the wrong place. He said: 

Your boys should handle this; I have nothing to do with amending the Constitu- 
tion of the United States. 

That has been the law of the land. 

Mr. Smiruey. I take it you think it would be effective. 

Mr. Pacxarp. Yes. 

Mr. Smiruey. I have one further question, which I think should 
properly be addressed to Mr. Dresser. 

Mr. Dresser, I notice that in the amendment, while in the income 
tax a ceiling of 25 percent is placed, the amendment seeks to abolish 
entirely the inheritance and gift taxes. 

Mr. Dresser. That is true. 

Mr. SmitnHey. Why is not a similar ceiling imposed, rather than the 
abolition of these taxes ? 

Mr. Dresser. The point there is that these estate and gift taxes are 
essentially rights that should be exercised by the States rather than py 
the Federal Government. It is our feeling that, as far as possible, 
duplication of taxes by the Federal Government and the States should 
be eliminated, and this seemed to be an area in which the power could 
be reserved exclusively to the States, and furthermore, it is a feeling 
that if the States exercised that power alone, there would be less likeli- 
hood of the imposition of confiscatory rates which we believe are so 
damaging to the private enterprise system. 

Mr. Smiruey. That concludes the questions I have. 

Mr. McNett. I have been interested in what Mr. Smithey has asked 
about the three-fourths vote of all Members present in Congress, in 
case of a change in this amendment or lifting the amount of above 25 
percent. 

I take it I am not over-representing Mr. Packard. It is clear to me 
that perhaps it might be agreeable to Mr. Packard if the raise would 
be voted by at least three-fourths of those present and voting, instead ; 
of by the requirement, three-fourths of all Members of Congress. 

Mr. Pacxarp. I would rather have two-thirds of the membership. 

Mr. McNertu. That would seem to me better than to have three- 
fourths of all Members of Congress. We know how difficult it is to 
get three-fourths of all those present in the Chambers to vote on 


60 TAXES ON INCOMES, INHERITANCES, AND GIFTS 

Mr. Packarp. Sure, to put it in plan western language—we want 
them to put the fear of God into the States, so they will act. 

Mr. Smiruey. My information is that the governors in some States 
attempted to veto thisamendment. How many were there ? 

Mr. Imperman. Two; Montana and Pennsylvania. 
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. Mr. McNeuu. Yes, have. The Chairman is an old friend of mine, 

too. 


Mr. Pacxarp. The trouble with this proposition of those present 
and voting, we wouldn’t have any limitation at all. The Congress 
could hop it through and back, and push it around. 

You see, we want to make it a little tough for the boys to go on 
spending our money, and then trying to tell us we are happy about it. 
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Mr. Dresser. Mr. Chairman and Mr. Smithey, may I add one thing 
more, bearing on the question asked me about a three-fourths vote ¢ 

Mr. Paul Peters, who has followed the fiscal matters in Congress for 
many years, says that in the past 20 years he believes there have been 
no cases that he can recall where there was an emergency and the need 
of revenue, where the vote in favor of the revenue was less than 90 
percent of the total membership. I have no knowledge of that myself, 
but that is his statement. 

Senator Lancer. Thank you. 

Mr. Smithey, will you call your next witness ? 

Mr. Smiruey. Mr. St: nley H. Ruttenberg, director of research of 
the AFL-CIO. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR, DEPART- 
MENT OF RESEARCH, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Rurrenserc. I have a prepared statement which I would like 
to skim through. Before I do, could I make a comment or two about 
the testimony which has occurred up to this point ? 

It has been stated by Mr. Imberman and others in a question from 
Mr. Smithey, that 31 States have now memorialized the Congress to 
call a constitutional convention to amend the Constitution. 

Mr. Dresser responded that only seven States, in his memory, have 
rescinded the action. 

Mr. Dresser. Not I. 

Mr. Rutrrenserc. Somebody did. Let me correct the record. 

There have been 13 States which have rescinded these memorialized 
resolutions, and in addition, 2 States—Pennsylvania and Montana 
their governors vetoed an original resolution. 

Mr. Smiruey. Will you excuse an interruption ? 

Do you have the names of those State and the dates on which they 
attempted to rescind their action 

Mr. Rurrensere. | have it in my office, and I will be glad to submit 
it for the record. 

Mr. Smirnuey. May that be submitted ? 

Senator Lancrer. Yes. 

(The information referred to is as follows :) 





AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 


Washington, D. C., May 1, 1956. 
Hon. WILLIAM LANGER, 


Senate Office Building, Washington, D.C. 

DEAR SENATOR LANGER: On April 24, I appeared before the Senate Judiciary 
Committee to make a statement on Senate Joint Resolution 23. I agreed to sub- 
mit for the record a list of the States which had rescinded their resolutions to 
memorialize the Congress to call a constitutional convention to limit the power 
of the Federal Government to tax. 

The following is a list of the 13 States which rescinded their action, the year of 
rescission, a list of the 2 States whose governors vetoed the original resolution, 
and the year of the vetoes : 


78203—56——5 
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| | 
States | Rescinded | Vetoed by || States Rescinded | Vetoed by 
Governor || | Governor 
| | 
Rhode Island___------.-- mee Bs is, ieee al ili... | pees RL esol, 
Ss di dtchnsnakieheeoe 1945 so initetti ier sargencceie EL TE Asis Sponnsinrs 1954 etidditn gaste 
RE: octane shox tee eg, 2 FR nic sanony> a= Me Fawense ; 
Massachusetts 1952 eer: | 1954 ioe ab ks 
ERs sare qusatseven 1965 j.-...--------}] Florida. ......-..-.-..--- ie a eee 
POL, Bn Ske hens daw Ms | ri sdsh dod |} Pennsylvania.....-.....--j..--- 1943 
Se nme 1945 ee | ee ceca fee ; 1951 
RIN, Gciiateiccigdn ade 1945 panieas | 
' | 


I should appreciate it very much if this information could be incorporated 
into the record. 


Sincerely, 
STANLEY H. RUTTENBERG, 
Director, Department of Research. 
Mr. Rurrenserc. That means there have been 15 States of the 31 
which huve rescinded or vetoed action of the legislature, so, tech- 
nically, there are only 16 States that now stand in the category of 
having memorialized the Congress. 


There have been some other things said here this morning that I 
think need responding to. 

Senator Dirksen—I am sorry he has left—said he regretted that 
Congressman Patman tried to put a Communist label upon the 25- 
percent tax limitation. 

I think we ought to abandon on both sides reference to the fact 
adopted, we would have to resort to a tax structure of the kind the 
Soviet Union has, and therefore it would be close to the kind of 
system that Communist Russia has. 

Senator Dirksen said he regretted that Congressman Patman took 
that line. I couldn’t help but be tremendously amused just 3 or 4 
minutes after that, when Senator Dirksen, in response to a question 
from the gentleman on my right, Mr. McNeill, began to place the 
Communist label upon the existing progressive income tax by saying 
that it originated in the minds of Mr. Karl Marx and Mr. Engels and 
his successors in the Communist world. 

I think we ought to abandon on both sides reference to the fact 
that it is Communist or not Communist. The issue is: What kind 
of a tax structure should we have in the United States? 

Now, I would like to make one other comment. Mr. Dresser said, 
and Mr. Imberman did, too, that the purpose of this amendment is 
not to compel shift to the sales tax. I am happy to see that this 
is a statement of your position and your attitudes. 

But I think you are, in all reality—if you are going to reduce the 
amount of Federal revenue by some $15 billion, w hich is what this 
amendment would do at existing levels of taxation and income, you 
would have to resort to other sources of revenue in order to raise 
the amount needed by the Federal Government, or curtail Govern- 
ment spending in other fields. I'll develop this later. 

I want to make one further point before I go into my main state- 
ment. It has been said by all the proponents of the amendment around 





the table that a reduction in taxes, or tax rates, produces an increase 
in revenue, and there is cited a period when Andrew Mellon was 
Secretary of the Treasury when he reduced rates down to as low 
as 20 percent on income, even in the higher brackets. 
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Let me as an economist say to this committee that no comparison 
is a sound comparison—no comparison of raising of revenue is a sound 
one unless you make certain assumptions. 

A basic assumption which must be made is that if rates are level, 
and if the level of income remains the same, then no revenue increase 
will result, but a revenue decline obviously will occur. You can only 
come to the conclusion that revenues will increase when rates decline 
only if you make the assumption that incomes and the total operation 
of the economy will progress and grow. I think one can—if you make 
that assumption, you can also make the assumption that the economy 
will grow even if the rates do not decline, and the revenues will pick 
up from that period. 

Might I go on with my statement. 

I appear here today in opposition to Senate Joint Resolution 23, a 
proposal to amend the Constitution of the United States by limiting 
the power of the Federal Government to tax incomes of individuals, 
corporations, and estates to 25 percent. 

This amendment, with good reason, has been termed “the million- 
aires’ amendment.” It is designed to destroy the progressive income- 
tax structure which became part of our tax law in 1913 as a result 
of the adoption of the 16th amendment to the Constitution of the 
United States. 

Anybody who says that the progressive income tax is of Marx and 
Engels origin and therefore is communistic is saying that the mem- 
bers of the legislatures of three-fourths of the States, or two-thirds— 
three-fourths, two-thirds, which is it?!—and the Members of the Con- 
gress who passed the income tax are Communists. I don’t think 
anybody is making that assumption or assertion. 

The concept of a progressive tax structure has become ingrained 
in the American system of taxation with the acceptance of the prin- 
ciple of taxation according to ability to pay—the higher the income 
the higher the tax, the lower the income, the lower the tax. This 
principle is basic both to the idea of a progressive tax structure and 
to the American concept of fairness and equality. 

However, since 1938, the Congress of the United States has had 
before it a proposal similar in content to Senate Joint Resolution 23. 

Might I just inject here in answer to Mr. Dresser, before he asks 
the question, I am fully aware of the change in the contents of the 
resolutions over this period, and I am completely familiar with Senate 
Joint Resolution 23 and the Reed-Dirksen amendment. 

The American Federation of Labor and the Congress of Industrial 
Organizations have repeatedly over the years—first as a separate or- 
ganization and now as a merged organization—opposed this constitu- 
tional amendment. We will continue to oppose it. We hope that Con- 
gress, which has seen fit to fail to enact similar legislation in years 
gone by, will reject Senate Resolution 23 this year. 

One of the organizations responsible for sponsoring this proposal 
is the Committee for Constitutional Government. This group has 
been investigated by the Lobbying Committee of the House of Repre- 
sentatives. It is the type of organization which has opposed virtually 
every policy of economic advancement in recent years. The CCG 
opposed aid to the western democracies, opposed lend-lease, opposed 
adequate preparedness during the war years. It is also fought the 
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wage-hour law, the excess-profits tax, and the capital-gains tax. It 
is an organization which has never been known for its support of 
liberal welfare legislation. 

A few years ago, the Committee for Constitutional Government 
published a pamphlet written by Prof. Harley C. Lutz, professor 
emeritus of Princeton University, a tax expert for the National As- 
sociation of Manufacturers. This pamphlet dealt with our Federal 
tax system and was widely distributed by the Committee for Consti- 
tutional Government. In it, Professor Lutz said: 

When a future Edward Gibbon writes a history of the decline and fall of the 


American Republic, the date he will use to mark the beginning of the decline 
will be March 1, 1913. On that date the people sanctioned Federal taxation 


of income. 

This statement clearly indicates the announced purpose of those 
who are proposing to amend our Constitution through Senate Joint 
Resolution 23, 

I should like to discuss briefly eight specific reasons why the Ameri- 
can Federation of Labor and Congress of Industrial Organizations, 
at its first constitutional convention in December 1955, adopted a reso- 
lution which said, in part: . 


We oppose any constitutional amendment designed to place a top limitation 
on the Federal Government’s right to tax individuals, corporations: or estates. 

The adoption of Senate Joint Resolution 23 would mean a return 
to the concept of regressive taxation. Prior to the enactment in 1913 
of the 16th Amendment to the Constitution, the incidence of taxation 
bore most heavily on those least able to pay. It was not until 1913 
that the Federal tax structure began to be based upon the fundamental 
concept, the progressive principle, of taxation according to ability 
to pay. 

The enactment of Senate Joint Resolution 23 would require that 
we cut corporate tax rates to their pre-World War II levels and re- 
duce rates on income to levels that existed during the 1920’s and to 
eliminate completely estate taxes. In effect, the maximum of 25 per- 
cent would really become the minimum if the Federal Government 
were to balance the budget at all. When the maximum and the mini- 
mum tax rates become the same, an overwhelmingly regressive sys- 
tem of taxation exists which obviously permits the more fortunate 
taxpayers to shirk their responsibility. To enact this resolution is to 
return to the regressive character of our tax structure that existed in 
the 18th and 19th centuries. Such a step would be regression par 
excellence. 

Enactment of Senate Joint Resolution 23 would result in a loss of 
at least $15 billion in Federal revenue for the current fiscal year. I 
do not have available the current official estimates, but I base this $15 
billion figure upon an estimate made by the Treasury Department 
just 2 years ago. In that study, when our total Federal revenues 
for the fiscal year 1954 stood at $62.4 billion, the Treasury calculated 
that Senate Joint Resolution 23 would produce a loss of $13.3 billion. 

Might I inject at this point, Mr. Chairman, that Mr, Imberman, in 
his testimony this morning, said that nothing would prevent the rates 
of tax upon the lower brackets in individual income from starting at 
1 percent and progressing up to the top limitation of 25 percent. 
Might I point out to Mr. Imberman and to the committee that the 
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statement made in 1954 by the Treasury of $13.3 billion in loss of 
revenue and the current estimate of $15 billion loss was based upon the 
assumption that the rate would stay at 20 and 22 percent at the first 
and second individual income tax brackets. 

So, the moment you begin to talk about reducing those 22 and 20 
percent rates to 1, 2 and 3 percent, the loss in revenue is quadrupled, 
is more than 7 times greater than would otherwise be the loss. 

Mr. Martin. Seven times $15 billion ? 

Mr. Rurrenserc. Seven times the loss that would be made in the first 
bracket. I would question that 7 times, if we could—the revenue losses 
were based upon the assumption that the rate of 20 and 22 percent 
would remain where it is. 

Since fiscal 1954, the total amount of Federal revenues has grown 
to what is now estimated to be about $6714 billion. It is therefore 
logical to assume that, with the growth of Federal revenue of the past 
2 years, the enactment of Senate Joint Resolution 23 would produce 
a net loss to the Federal Government of almost $2 billion more than 
the Treasury estimate of the loss in 1954. With this $2 billion rise, it 

can now be safely estimated that the total loss in revenue would be $15 
billion, assuming the same rates of income, same levels of production, 
and employment that exist today. 

If Senate Joint Resolution 23 were adopted and the Federal Govern- 
ment were to lose some $15 billion in revenue, of necessity the Govern- 
ment would have to curtail expenditures. 

At atime when the United States is engaged in a cold war, a struggle 
to maintain its position of leadership in the world, it is unthinkable 
that anyone should suggest measures to curtail the revenue that might 
make the difference between life and death to our Nation. If Govern- 
ment revenues were so drastically cut, national defense would be 
crippled. 

This is not the period in our history when such curtailment is prac- 
tical. It would be disastrous, indeed, if the misguided people who 
claim that Americans must be saved from too much taxation would, 
through the passage of such a proposal, make America prey to the 
aggressors of the modern world. 

“Escape hatches” in the resolution, which provide for raising in- 
creased revenues by a vote of three-fourths of the members of each 
house of Congress are quite impractical. 

The loss in revenue would also mean curtailed expenditures for such 
important items as highways, agricultural price supports, public as- 
sistance, small business, Feder al j impact areas, and so forth. In addi- 
tion, it would prevent the Federal Government from extending its 
governmental activities into such new and necessary fields, as President 
Eisenhower has recommended, as education, maintenance of hospitals, 
public health programs, and so forth. 

The loss in revenue also requires the curtailment of many expendi- 
tures that are now in the form of grants-in-aid to States. States would 
be required to absorb a greater proportion of activities than they can 
now afford to bear. The poorer States would be doomed to continued 
inferior status, while the wealthier States would be required to absorb 
populations migrating from the States, offering fewer educational op- 
portunities and less social security assistance. 

There are important areas, such as aid to medical schools, aid to 
hospitals, aid to education; all of which have been recommended by 
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President Eisenhower, which could not in any way be undertaken if 
the Federal Government’s revenues were cut by $15 billion as the 
result of the adoption of this proposed constitutional amendment. 

The Federal Government, in order to meet the necessary costs of 
running the Government—such as maintaining normal governmental 
activities, military defenses, interest on the Federal debt, veterans’ 
activities, aid to allies, and so forth—would be required to enact new 
types of taxes in order to raise sufficient revenue. It is quite obvious 
that these new types of taxes would affect those people least able to 
pay. They could be collected only on a regressive basis. Once a limita- 
tion of 25 percent is placed upon the top rate of tax, the Federal 
Government must look to other sources of revenue. 

The only other major source of revenue is the sales tax or manufac- 
urers’ excise tax. No one can challenge the basic fact that a sales tax 
or a large-scale excise tax takes a larger proportion of the income of 
the person who has a low income than it does from the person with a 
high income. It is an extremely regressive tax, one which should be 
abhorrent to the proponents of any sound fiscal and tax policy. 

Of course it is quite possible that additional revenue could be raised 
by increasing to 25 percert the present rate of 20 percent and 22 per- 
cent on the first 2 brackets of individual income. This method obvi- 
ously would affect those individuals in the low and middle income 
brackets. 

Another potential source of revenue would be the lowering of the 
personal individual income tax exemptions from their present inade- 
quate levels of $600 per dependent to $300 or $200 per dependent or 
perhaps even the complete elimination of exemptions. 

Again, this would be a regressive step which would require those 
least able to pay to carry a greater tax burden. But this is precisely 
what the original proponents of the constitutional amendment wish to 
accomplish—that is, a shift of the tax burden from those best able to 
pay to those least able to pay. 

he adoption of this amendment would require that the State gov- 
ernment increase their expenditures for many of the items which the 
Federal Government no longer could support. The proponents of the 
resolution make a plausible case on the surface for the fact that State 
governments would have sources of revenue available to them that 
they presently do not have. The States could enact income and corpo- 
ration taxes or expand their present taxes in these fields. But the 
reality of the situation is that most States in this country now have a 
tax structure which is extremely regressive in character. Further- 
more, many of our important industrial States such as Ohio, Michi- 
gan, Pennsylvania, New Jersey, Indiana, have constitutional prohibi- 
tions against the enactment of progressive income taxes. 

There is no reason to believe that reducing the Federal Govern- 
ment’s ability to tax incomes and corporations would necessarily force 
State governments automatically to enact taxes upon incomes of indi- 
viduals and corporations or improve existing ones. Instead, we would 
get a chaotic situation in which the Federal Government would have 
to abdicate its responsibilities in many important areas and the States 
would be unable to pick up these functions. Consequently, many im- 
portant activities would die on the vine. Roads and hospitals and air- 
ports and schools and so forth would be left to the whim of the indi- 
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vidual State, which might or might not be financially able to develop 
these facilities. Many States are currently having great difficulty rais- 
ing enough revenue to meet their existing budgets. There is no rea- 
son to believe that this situation will in any way be eased if Senate 
Joint Resolution 23 were to become an amendment to the Constitution. 

If Senate Joint Resolution 23 were to become part of our Constitu- 
tion, the advocates of sound fiscal policy would have to abandon their 
hopes for retiring the Federal debt. Sound fiscal policy dictates that 
the Federal budget should be balanced and the Federal debt reduced 
over the high point of business cycle. During periods of high levels 
of production and employment, sufficient revenue should be raised to 
accomplish this goal. 

On the other hand, during periods of declining employment and 
production, the Federal Government has a responsibility—spelled out 
in the Employment Act of 1946—to promote maximum employment 
production and purchasing power. This would require deficit 
financing. 

The adoption of this suggested constitutional amendment would 
not permit the Federal Government to engage in such sound tax, fiscal, 
or even economic policies. Our whole fiscal structure would be com- 
pletely thrown out of kilter. The budgets could no longer be balanced 
over the business cycle; deficit financing could not be engaged in dur- 
ing periods of declining employment and production, except by a 
three-fourth vote of both Houses of Congress. The result could very 
well be economic chaos, because constantly growing Federal deficits 
would cause continued price rises and inflation which could well create 
havoe in our economic life. 

Another possible motivation of those individuals and organizations 
sponsoring this proposed amendment is the desire to reestablish States 
rights. These groups feel that the Federal Government has encroached 
upon many of the responsibilities and prerogatives of the various 
States and, therefore, that the Federal Government must be removed 
from the States’ problems. If this is the goal, whether we agree with 
it or not, we should not try to solve the problem of States rights 
through improper change in our tax structure. If the Federal Gov- 
ernment’s influence should be taken out of various States, the change 
should be accomplished through the election processes. 

If we really believe in free, democratic government and the right 
of individuals to vote and participate in elections, then we should 
tackle the Federal-State relationship problem—if we consider it a 
problem—formally and not through the back door. If we really think 
that the Federal Government is imposing an uneconomic level of 
taxation upon corporations or individuals, the answer is not to limit 
the power of Congress to tax, but to elect Congressmen and Senators 
who will support the kind of taxes the voters want. We cannot antici- 
pate the need for Federal revenue. No limits should be placed upon 
the power of the Government to tax. It is the responsibility of our 
duly elected Congressmen and Senators to see that the tax rates adopt- 
ed are not destructive. 

The charge that present taxes are too high or uneconomic is not 
justified. For the most part, I think the Federal Congress and its 
elected representatives are carrying out their responsibilities. In 
those instances where they are presently failing to meet responsibilities 
in the tax field, I would choose to approach the problem through our 
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elective processes. I would not propose to limit, as this proposed con- 
stitutional amendment does, the power of the elected representatives. 

Further support for this proposal grows out of the legitimate desire 
to cut one’s own taxes. However, this proposal would not bring about 
lower taxes for great masses of taxpayers. Instead, the incidence of 
taxation would be shifted to the middle- and low-income individuals. 
High-income individuals and corporations would benefit from this 
proposal. Even worse, Federal taxes would be reduced, but regressive 
State taxes would be increased—just shifting the burden of taxes. 
That reorganization really is the motivation behind this proposal. 

We certainly must keep in mind the new and continually added obli- 
gations of our Federal Government and the growing responsibilities of 
our State governments. As much as everyone, personally, may want 
to reduce his taxes, such desire must not take precedence over our 
National and State requirements. 

If we are to meet military obligations, both domestic and interna- 
tional, our taxing power must not be hamstrung. I feel certain that 
this proposal would bankrupt and destroy our Federal Government, 
would make us a weak nation, would remove us from the field of leader- 
ship among the countries of the world, and doom us to an inferior 
world position. 

The proponents of this constitutional amendment have been at- 
tempting to take advantage of the yet unused provision of the United 
States Constitution to memorialize the Congress to call a convention. 
This requires the Congress to call a constitutional convention if it 
has been memorialized by two-thirds of the States in the United States. 

Simultaneously, of course, the supporters of this resolution have 
been trying to follow the other procedure in the Constitution for 
amendment. This method is to have a resolution adopted by the Sen- 
ate and ratified by the States. Since 1936, they have failed to get 
Congress to pass this resolution. As a result, during these 18 years, 
they have also been trying to get the States to memorialize the Con- 
gress for such an amendment. 

These proponents now claim that 31 States have adopted resolutions 
to memorialize the Congress on this issue. However, what the pro- 
ponents of this constitutional amendment do not choose to discuss 
is that 13 States have rescinded the original memorializing resolution, 
and 2 States—Pennsylvania and Montana—had the memorial resolu- 
tion vetoed by their governors. I think those 2 governors are now in 
the United States Senate. 

Consequently, the greatest number of States that can be counted as 
having adopted such a resolution, at best, would be 16. Of course, 
it will be argued by the proponents of this constitutional amendment 
that no legislature can rescind action of previous legislatures and that 
even governors cannot veto such a resolution. This is a question for 
the constitutional lawyers to decide, but I think this committee ought 
to be fully aware of the fact that it is not 31 States that have passed 
resolutions to memorialize the Congress, but something closer to 16. 

All in all, this proposal to amend the Constitution is one that, upon 
careful examination, I feel certain will be rejected. In spite of ts 
enormous emotional appeal, the proposal lacks reasoned support. In 
this field of taxation and fiscal policy, the American people cannot 
afford to be swayed by emotion. In the last analysis, our democratic 
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system of government, our elected State and Federal officials, our 
privilege to vote and participate in elections, are sufficient safeguards 
against the fantastic dangers which the proposed amendment is de- 
signed to eliminate. We must not jeopardize our Nation’s security to 
satisfy the fears of those who do not trust the wisdom of our Nation’s 
lawmakers. 

I thank you, Mr. Chairman. 

Mr. Dresser. Would it be appropriate for me to ask Mr. Rutten- 
berg some questions ¢ 

Senator Lancer. Yes, sure. 

Mr. Dresser. I regret very much, Mr. Ruttenberg, that you should 
have seen fit to descend to personalities and to attack the Committee 
for Constitutional Government. Nobody has sought to attack those 
who oppose the amendment. We sought to limit our discussion to 
facts and to logic. May I say that I have been associated with the 
Committee for Constitutional Government for a great many years? 
I consider it one of the finest and most patriotic organizations in the 
United States of America. 

I regret exceedingly that you saw fit to attack it. I would hope 
very much that you would have those remarks stricken from the record. 

Do you have the same feeling about the American Bar Association, 
which is also advocating the adoption of this amendment ? 

Mr. Rorrenserc. Let me correct the impression that you have. I 
did not stoop to levels of attacking the Committee on Constitutional 
Government. I didn’t attack that committee. I just said, as my 
statement indicates, that they were one of the original sponsors of 
this proposal, that over the years, they have opposed liberal legisla- 
tion. I cited each piece of legislation. 

If you want to say it is a wonderful organization, it has a per- 
fect right to do anything it wants, I will say that, but I will still stick 
to the facts, that it was opposed to every single piece of liberal legis- 
lation. It was opposed to lend-lease, adequate preparedness during 
the war years, the minimum wage law. Do you deny that ? 

Mr. Dresser. I think you have exaggerated very greatly. I hate 
to get into a personal discussion. 

Mr. Rutrenserc. It’s not personal. 

Mr. Dresser. The question is not who advocates or who opposes an 
amendment. The question is whether it is a good or a bad amendment. 
That is the question. 

Mr. Rutrenserc. I am prepared to discuss it on that level. 

Mr. Imperman. Is there anything you have against the American 
Tax Council ? 

Mr. Routrenserc. I am not attacking any organization. All I tried 
to do is point out what the Committee for Constitutional Government 
has opposed. I used for that a pamphlet by Harley C. Lutz. He says, 
“The date he will use to mark the beginning of the decline of the 
American Republic will be March 1, 1913.” 

I am just quoting Professor Lutz. I have used the background of 
the Committee for Constitutional Government and their support for 
this amendment to build up to the quote by Professor Lutz. I think it 
sets the basis for the people who are opposing this amendment. 

Mr. Harr. It seems to me you did more than you now say you did, 
or why did you put in your statement the words, “This group has been 
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snreatignted by the Lobbying Committee of the House of Represen- 
ives. 

It is true, it was. You failed to say that out of that grew a case that 
went to the Supreme Court of the United States, where the investiga- 
tion was overthrown. 

I think you are casting a slur on a conservative organization. I 
think that is a fair conclusion of anybody who reads what you said, 
or who heard what you said. 


Mr. Rurrenserc. If you want to draw that conclusion, go ahead. 

Mr. Harr. I do. 

Mr. Dresser. I think it is highly important, Mr. Ruttenberg, that 
we explain the difference in our points of view. That is, the two 
opposing sides, as to the amount of revenue that is involved, or possibly 
loss of revenue, through the adoption of the amendment. I think it 
is a fact, is it not, that the $15 billion which you claim would be lost 
in revenue is based upon the assumption that the 25-percent limitation 
would not be exceeded, either in the case of individuals or corporations. 

Mr. Rurrenserc. That is right. 

Mr. Dresser. It is our belief that no Congress for one single minute 
in the period of emergency such as exists at the present time would not 
exceed the 25-percent limit. We believe the figures we have used, 
namely, $3 billion, as involving the individual income tax and the 
estate tax, are the correct figures. 

Mr. Rurrenserc. Can I inject at this point, or do you want to go on? 

Mr. Dresser. Just as you like, Mr. Chairman. 

Mr. Rutrenserc. I would like to make just one point, sir. 

If 25 percent of the Congressmen and/or Senators decide not to even 
put in an appearance in the Congress on the day when they are pro- 
posing to raise the rate, such a rate cannot be raised. What you are 
really saying is that you are turning over to a minority of 25 percent 
the right to prevent the Federal Government from raising its needed 
revenue. 

Do you disagree with that ? 

Mr. Dresser. The question is about the needed revenue in the first 
place. In the second place, I will not for a minute concede that 25 
percent of the Members of the Congress will ever take a position that 
will be injurious to the United States of America. That is why we 
deliver. 

Mr. Rourreneerc. On the other hand, I assume that a majority of 
the Congress will never do anything to raise revenue or to spend money 
that will be injurious to America. So why place a limitation upon 
their power to enact ? 

I make the other assumption on the other side and give full credit to 
all Congressmen and Senators, as you do. 

Mr. Dresser. May I suggest that the experience of the past and the 
experience of England does not justify your conclusion? There has 
been much agitation in England because of the effect of the steeply 
progressive income tax, as is stated in the statement I have made. : 
There are plenty of other statements to the same effect. I think we 
have the experience of England as well as our own experience in the 
past to unite us in this matter. 

Senator Lancer. Mr. Packard wants to make a statement. 

Mr. Pacxarp. I would like to suggest to the gentleman that we are 
talking about different things. He is talking about a power state, and 
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I am a descendent of the founders of this Republic, and I want to see 

this Republic live, not a power state such as he suggests, where all 

wer flows from the central government to the local people, and the 
tates have no authority. 

Mr. Rurrenserc. Let us correct the record. I am for the kind of 
state we now have in America. I am for the present system of free 
capital enterprise economy which this country now has and which the 
Congress of the United States has supported. 

I don’t question that the Congressmen and Senators of the United 
States will do anything to destroy it. 

Mr. Pacxarp. Then they won’t listen to you. 

Mr. Rutrenserc. They can listen to whatever groups are their 
constituents. 

Mr. Packxarp. I am very friendly with labor, I get along with them, 
but when you get to talking about that sort of power state, I don’t agree 
with you at all. ; 

I think the people ought to control their Government, not send out 
doles, doles, doles, until pretty soon they will be sending a letter to me 
in Chicago, the Province of Illinois. I want Chicago and Illinois to 
remain a State. 

Mr. Rurrensera. I am not proposing any kind of a power state 
such as you describe, and I also resent the implication. I hope it is 
not that. 

I mean the implication that you are a descendent of the American 
founders, and that I might not be. 

Senator Lancer. Call your next witness. 

Mr. Smirney. Mr. William Logan Martin. 

Mr. McNeru. Would you mind stating your special connection 
with the income-tax committee of the American Bar Association? 

Mr. Martin. I am chairman of the committee, the special commit- 
tee adopted, authorized, and appointed by the chairman of the house 
of delegates to appear in this interest. 

Mr. McNett, I wanted the record to be clear on that. 


STATEMENT OF WILLIAM LOGAN MARTIN, CHAIRMAN, SPECIAL 
COMMITTEE OF THE AMERICAN BAR ASSOCIATION 


Mr. Martin. I appear as chairman of a special committee of the 
American Bar Association appointed under a resolution adopted by 
the association on February 25, 1952 (77 A. B. A. Repts. 438, 578), 
authorizing the committee to undertake to secure the submission of 
House Joint Resolution 323, 82d Congress, 1st session, by Mr. Reed. 
On February 23, 1953, a resolution was adopted by the association 
authorizing the special committee to support the form of the amend- 
ment proposed in House Joint Resolution 103 and Senate Joint Reso- 
lution 23, 83d Congress, 1st session, by Mr. Reed and Senator Dirksen, 
or in such other form as would accomplish the basic purpose of the 
amendment (78 A. B. A. Repts. 357, 445). 

These reports were introduced at the hearing before this committee 
on April 27, 1954, and are contained on pages 140 to 152. The reso- 
lution adopted appears on page 153. I assume that it will not be 
necessary to introduce them again. 





EES EE ene 





















































72 TAXES ON INCOMES, INHERITANCES, AND GIFTS 


The first resolution supporting Senate Joint Resolution 23 (83d 
Cong., 1st sess.) was adopted by the house of delegates of the Ameri- 
can Bar Association, a body of about 300 members. 

That resolution is as follows: 

Whereas past experience has demonstrated that the evils of the present system 
of taxation will not be corrected without a constitutional amendment limiting 
the taxing power of Congress : Now, therefore, be it 

Resolved by the American Bar Association, That Congress be urged and re- 
quested to submit for ratification by the legislatures of the States an amendment 
to the Constitution of the United States which will limit the power of Congress 
to levy and collect taxes on incomes, inheritances, and gifts and in substantially 
the form attached to this report. 

Resolved further, That a copy of this resolution and report be sent to each 
Senator and Member of the House of Representatives and to each presiding 
officer of the respective houses of each State legislature. 

Resolved further, That the president of the association be authorized to ap- 
point a commitee of not less than 10 nor more than 15, to undertake to secure 
the submission of such amendment to the States. 

This committee was continued by the American Bar Association 
at its meeting in Philadelphia on August 22, 1955, by the adoption of 
the following resolution : 

Resolved, That the special committee on the proposed amendment to the Con- 
stitution of the United States relative to the power of Congress to tax incomes, 
inheritances, and gifts be continued. 

Since Senate Joint Resolution 23, 83d Congress, 1st session, is the 
same as Senate Joint Resolution 23, 84th Congress, 1st session, the au- 
thority of the committee is unchanged. The committee is therefore 
supporting Senate Joint Resolution 23, of the present Congress, which 
is the purpose of my appearance before the committee. 

The report in support of House Joint Resolution 323, of the 82d Con- 

ress, cited above, may be applied generally in support of Senate Joint 

esolution 23, now before this committee. 

Three other members of this committee are in attendance at this 
hearing: Messrs. Dresser, Fraser, and Hill. 

My residence is Birmingham, Ala. I have been a practicing at- 
torney for 48 years, and a member of the American Bar Association 
for 42 years. The membership of the association is approximately 
85,000, which is the largest in its history. 

In view of the fact that Mr. Dresser, who is present to testify, has 
been active in the field since the discussion of a constitutional amend- 
ment first arose in 1938, and knows as much as or perhaps more about 
the subject than anyone else who is interested in it, I shall not under- 
take to discuss at length the effect of the amendment on our tax struc- 
ture or on our economy generally. 

Po has been indicated by others, the proposed amendment does three 
things: 

1. It deprives Congress of the power at any time to impose death 
and gift taxes, leaving such sources of revenue exclusively to the States 
where competition would tend to keep the rates within reasonable 
bounds. 

2. It limits income taxes to a maximum rate of 25 percent, but per- 
mits Congress by a vote of three-fourths of the Members of each House 
to exceed that rate without limit. When the top rate exceeds 25 per- 
cent, however, it can be no more than 15 percentage points above the 
bottom rate. For example, if the bottom rate were 15 percent the 





TAXES ON INCOMES, INHERITANCES, AND GIFTS re 


top rate would not exceed 30 percent. If the bottom rate were 20 per- 
cent the top rate could not exceed 35 percent. If the top rate does not 
exceed 25 percent, however, there is no restriction at all on the bottom 
rate. It could, for example, be 1 percent or one-half of 1 percent. 

The rates of tax applicable to the incomes of individuals may be 
different from the rates applicable to the incomes of corporations but 
the determination of income subject to tax shall be by uniform rules of 
general application which will not vary with the size of the income. 

The abolition of the inheritance tax would leave this tax to the 
States alone, where it belongs, and where competition among the States 
would tend to keep the rates within reasonable bounds. The rev enue 
from these taxes is now comparatively trivial. In 1955 it was $936 
million, about 114 percent of the total budget. That is enough to pay 
the Government’s ex oo for about 5 days. Both taxes should be 
dealt with alike, as the gift tax is merely auxiliary to the estate tax. 

The effect of the proposed rates on the revenue of the country are 
minor. The immediate loss of revenue from the incomes of individ- 

uals would be about $2 billion if the top rate were made 35 percent 
(15 percentage points above the present bottom rate) and less than $1 
billion from estate and gift taxes, a total of less than $3 billion, or 
enough to pay the Government's s expenses for a little over 2 weeks. 

The loss of revenue would undoubtedly be only temporary. Even- 
tually the lower rates would produce greater revenue than the higher 
rates, 

From 1925 to 1929 taxes were reduced from 45 to 25 percent and 
lower, and $5 billion paid on our public debt. The revenue collected 

each year was greater than in the first year of the reduction. In 
Canada 6 tax reductions were made between 1945 and 1954, ranging 
from 67 percent in the lowest bracket to 16 percent in the highest. As 
the result, Canada during that period accumulated a total surplus 
of $2 billion and reduced its unmatured funded debt by that amount. 

It cannot be denied that excessive taxation discourages thrift, dulls 
incentive, and falls heavily on those with small incomes as well as 
those with large incomes. It is drying up the sources of capital on 
which our system of: private enterprise depends, and will ultimately 
lead to the destruction of that sy stem. The income tax and the death 
tax are causing the greatest harm in this connection. It is obvious 
from our past experience that the evils of the present system of taxa- 
tion will not be corrected until a constitutional amendment is adopted 
by the people limiting the power of Congress to tax. 

The greatest concern which has been aroused over the unlimited 
power of Congress to tax is the increased powers of Government in 
other fields. It is doubtful that the States would have ratified the 
amendment in 1909-13, if they had foreseen the exercise by Congress 
of unlimited powers under the amendment to impose progressive taxes 
in excess of 20 percent and extending to 91 percent. 

The adoption of the amendment would do these things: 

(1) It would provide needed assurance, which statutory law can- 
not provide, against recurring abuse of the Federal taxing power, and 
aid greatly in the formation of much needed venture capital. 

(2) It would over the years increase the national wealth and the 
Federal revenue. 

(3) It would aid greatly in saving our free enterprise system and 
in preventing the establishment of socialism. 
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(4) It would restore to the States the power to be financially inde- 
pendent and to free themselves from Federal domination. 

I think it would be of interest to trace the steps in Congress by 
which the 16th amendment was submitted to the people for ratifica- 
tion. The resolution was in the Senate 5 days and in the House 7 
days before it was adopted by a vote of 77 to 0 in the Senate and 318 
to 14 in the House. 

The Committee on Finance of the Senate on June 28, 1909, reported 
Senate Joint Resolution 40, the income tax amendment in its present 
form (44 Congressional Record, 1st sess., p. 3900). Senator Aldrich, 
chairman of the committee, said: 


* * * if there is no objection I should be glad to have this disposed of with- 
out debate. I ask that it may be read. 


Senator Tillman (South Carolina) replied: 


* * * I thought we had an understanding that we would not deal with any 
of these constitutional or income tax or other amendments until we got through 
with the dutiable list. 


Senator ALpricH. 


* * * IT was only making this suggestion now, if it can be done without debate, 
by unanimous consent; but if there is any objection I shall ask to have the joint 
resolution read and printed, and I give notice that I shall eall it up at the first 
convenient period and ask to have it disposed of without debate. 

Thereupon Senate Joint Resolution 40 was read, ordered to be 
printed and to lie on the table (id.). 

On Saturday, July 3, 1909, at 10 a. m., Senator Brown (Nebraska) 
asked unanimous consent that a vote be taken on Senate Joint Resolu- 
tion 40. There being objection to a vote without debate, the hour for 
a vote was fixed at 1 o’clock on Monday, July 5 (pp. 4067-4068). 

In the debate on Monday Mr. McLaurin (Mississippi) said: 

* * * J think it is fair and just that there should be an income tax to compel 
those of wealth, who have great incomes, to pay some part of the expenses of 
the Government. I favor it not only because it is just, but because the immensely 
wealthy then will be interested in an economical administration of the Govern- 
ment instead of extravagance, in which they are not interested now, because they 
are not compelled to pay for any of the extravagance that is indulged in by the 
Government (p. 4109). 

The debate proceeded until 1 o’clock on the question whether the 
amendment should be referred to the legislatures of the States or to 
conventions called to consider it (p. 4108), and the Senate voted in 
the negative (p. 4120). The Senate also voted down the amendment 
proposed by Mr. McLaurin substituting for Senate Joint Resolution 
40 a resolution amending article I, section 2, clause 3, and article I, 
section 9, clause 4 of the Constitution, by striking therefrom any ref- 
erence to direct taxes (id.). 

Senate Joint Resolution 40, which became the 16th amendment, was 
adopted by a vote of 77 to 0 (p. 4121). : 

The amendment was reported in the House by the Committee on 
Ways and Means on July 12, 1 week after its passage in the Senate (id. 

. 4390). Mr. Payne (New York), chairman of the Committee on 
Ways and Means, after the House had convened at 12 o’clock, asked 
that it be called for immediate consideration and vote. A vote at 4 
o’clock was agreed to. The Democrats were allowed 2 hours for debate 
and the Republicans 114 hours. Mr. Payne was in charge of the 
debate for the majority. Hesaid: 
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As to the general policy of an income tax, I am utterly opposed to it. I believe 
with Gladstone that it tends to make a nation of liars; I believe it is the most 
easily concealed of any tax that can be laid, the most difficult of enforcement, and 
the hardest to collect; that it is, in a word, a tax upon the income of the honest 
men and an exemption, to a greater or less extent, of the income of the rascals; 
and so I am opposed to any income tax whatever in time of peace. But if this 
Nation should ever be under the stress of a great war, exhausting her resources, 
and the question of war now being a question as to which nation has the longest 
pocketbook, the greatest material resource in a great degree, I do not wish to be 
left, I do not wish this Nation to be left, without an opportunity to avail itself of 
every resource to provide an income adequate to the carrying on of that war. 

I hope that if the Constitution is amended in this way the time will not come 
when the American people will ever want to enact an income tax except in time 
of war. (id.) 


Mr. McCall (Mass.), objecting to the consideration of the amend- 
ment because it had not been considered by a committee, said that it 
was not limited expressly to time of war. He asked: 


* * * Why not, for the just protection and the equal rights of the people of New 
York and of the other great States of this Union, five of which probably will pay 
nine-tenths of an income tax, although they will have only one-ninth of the rep- 
resentation in the Senate—why not preserve the limitation upon the power of the 
central Government? Why drag every governmental power to Washington so 
that a vast centralized government may devour the States and the liberty of the 
individual as well? I say this amendment should be more carefully considered 
than it has yet been considered. 

It is liable to go into the Constitution of the United States and be forever a part 
of the organic law in the form in which it has been, I may almost say, extempor- 
ized or improvised. The character of the argument which has been made, that 
this tax is for use in time of war, leads me to observe that the chief purpose of the 
tax is not financial but social. It is not primarily to raise money for the State, 
but to regulate the citizen and to regenerate the moral nature of man. The indi- 
vidual citizen will be called on to lay bare the innermost recesses of his soul in 
affidavits, and with the aid of the Federal inspector, who will supervise his books 
and papers and business secrets, he may be made to be good, according to the no- 
tions of virtue at the moment prevailing in Washington. And, incidentally, and 
since every business secret in the country can be had access to by the authorities 
at Washington, the citizen may be made to see his political duty if you happened 
to have a President who confused the attainment of his ambition with the highest 
good of the universe and was willing to abuse his power in order to coerce the 
citizen. You are creating here an ideal condition for corruption and for the 
political Jack Cade of the future to levy blackmail. 

* * * T desire to say this, Mr. Speaker, that it may be well to wait, before we 
pass this amendment, and witness the operation of the proposed corporation-tax 
amendment, if it shall ever pass. I believe, from the signs that we have already 
witnessed, that it is predestined to as great a measure of public odium and unpop- 
ularity as any tax bill ever received. * * * 

I wanted you to see what the forecasts were that we made at the 
time the amendment was adopted. I was interested in Mr. McCall of 
Massachusetts. Who was he? A member of Congress in 1909. I 
looked him up in biographical records. He was a lawyer from Boston. 
He had been educated at Dartmouth. He had served for 22 years until 
his retirement in 1912. He ran for Governor of Massachusetts. He 

was defeated. He was later elected Governor of Massachusetts and 
in his forecasts of this amendment, he became a great prophet as to 
what some of the things that were going to happen. 

Mr. McNettu. May I ask you a | question ? In your studies, did you 
find that Mr. Bert Cochran of Congress from New York, proposing 
this amendment or favoring it said that the maximum would never 
exceed 3 percent in the history of the United States? 
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Mr. Martin. No, I found no statement by Mr. Cochran in reference 
to the debates on the amendment. 

Mr. McNett. I was a youthful lawyer at that time and I was a 
member of the bar interested in those debates, but I didn’t hear it, 
myself. 

og Martin. The only statement of that kind I found in my studies 
was a statement of a lawyer who argued the Farmers Loan and Trust 
Co. case before the Supreme Court in 1894 when that Court declared 
the income-tax law unconstitutional. He said in his argument before 
the Court, “If the Government can make it % of 1 percent, they can 
make it 10 percent.” 


Mr. Clark, Missouri, made the following statement: 


* * * T do not believe that the $5,000 exemption is too much. If I were to 


change the size of the exemption at all, I would make it larger rather than 
smaller (p. 4892). 


Five thousand dollars is not an unreasonable amount for a man to support a 
family on and educate his children ; $6,000 would not be an unreasonable amount ; 
$7,000 would not be an unreasonable amount. But I say that when a man’s net 
income rises about $100,000 a year it does not make any difference to him, 


practically, whether you take 1 percent, 5 percent, or 25 percent, as they do in 
Germany * * * (p. 4393). 


Mr. Hill, Connecticut, called attention to the fact that the last year 
the inheritance tax was collected (1902) the State of New York paid 
$1,608,000 of it; the collection district of Connecticut and Rhode 
Island, $660,000; the State of Pennsylvania, $641,000; the State of 
Massachusetts, $559,000; the State of Illinois paid $325,000; making 
all told in those 5 collection districts $3,795,000 that was ‘raised out of 
a total of $4,842,000, so that of the entire amount collected from the 
inheritance tax in the whole Union 6 States paid three-fourths of it 
(p. 4393). 

He said: 


* * * All told, 35 States paid $31,000 less than the little States of Connecticut 
and Rhode Island, and yet you come and ask me in time of peace, and to pay the 
ordinary current expenses of this Government, to vote now for a constitutional 
amendment which will enable these 35 States to impose a far greater tax upon 
my people * * * (p. 4394). 


The Republican Party had the following in its platform in 1894: 


In this country an income tax of any sort is odious, and will bring odium upon 
any party blind enough to impose it. Prepare for the funeral of the political 


party which imposes such a burden (p. 4412). 

Mr. Bartholdt (Missouri) said he was opposed to all exemptions— 
$5,000, $7,500, or $10,000—that he believed that every exemption made 
would be un-Democratic, un-Republican, and un- -Americ ‘an, because— 
you will thereby create two classes; a taxpaying class and a nontaxpaying class; 
namely, all those whose income is below $5,000 will be exempted from that direct 
tax and consequently will be classed as nontaxpaying citizens (p. 4414). 

Mr. Sharp (Ohio) and several other Members expressed doubt that 
the amendment would ever be adopted (p. 4424). Twelve States only 
could defeat it. It was stated often that the amendment would lift 
the burden from the poor and put it on the rich; that it would compel 
the millionaires of the country, who had been immune from taxation, 
to pay a just and liberal part of the revenues required for the support 
of the Government. (See statements of Mr. Rucker (Missouri), Mr. 
Dies (Texas) (p. 4426), Mr. Robinson, (Arkansas) (p. 4427), Mr. 
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Hobson (Alabama) (p.4430),and Mr, Hamlin (Missouri) (p. 4431).) 

Mr. Diekema (Michigan) said: 

* * * Let me tell you further that the most dangerous thing which any 
statesman can do is to arouse class prejudice in this country. All men are 
entitled to equal consideration under the law, whether they are millionaires 
or whether they beg at the doors of millionaires (p. 4431). 

The amendment of Mr. Henry (Texas), to refer the income-tax 
amendment to conventions in the States was not voted on, being held 
by the Speaker to be out of order since a vote had been ordered at 4 
o'clock, which took the place of the previous question. A vote was 

taken on the adoption of the resolution and there were yeas—318 and 
nays—14 (p. 4440). 

I should like to list on one side the objections which have been made 
before this committee to Senate Joint Resolution 23, and the criticisms 
heretofore lodged against any attempt to modify or limit the power 
of Congress now exercised by it under the 16th amendment; and on 
the other side the reasons in support of an amendment to limit the 
power of Congress to tax. 





OBJECTIONS TO THE AMENDMENT 


1. Under the amendment grants-in-aid to States, amounting to about 
17 percent of the total of State revenue, would be curtailed. 
Fhe is the amendment we have before the committee today. 

. It would make it difficult for the Federal Government to continue 
gr ants in-aid to States for education and highways. 

Our amendment, Senate Joint Resolution 23 }, would force States 
to engage in services demanded of Congress, which would be less 
efficient and more costly, if performed by the States. 

4. State rights should not be restored by the process of denying 
appropr iations, to which Mr. Ruttenberg called attention today. 

It would not benefit State and local governments. 

It would shift the tax burden from the rich to the poor. 

7. It would result in heavier burdens on low and moderate income 
groups. 

8. It would chiefly benefit persons with large income and property 
and large, very profitable corporations. 

9. Only a small number of large estate and gifts would enjoy sub- 
stantial tax savings. 

10. This is an important one: Only about 1 percent of all individual 
taxpayers would benefit. 

It is a millionaire’s amendment. 

12. It would strike a serious blow at small business. 

13. By removing all elements of progressivity it would weaken the 
competitive position of small firms by forcing the latter to assume an 
inordinate share of corporate tax burdens. 

14. Sales and excise taxes would be a substitute, which would bear 
heavily on small firms engaged in selling direct to consumer. 

15. It would shift the tax burden from large to small corporations. 

16. There is even now a general lack of progressivity in corporate 
taxes. 

17. The mitigation of extremes—the high and the low—in the un- 
equal distribution of income and wealth is the all but universally ac- 
cepted need. 
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Let’s take that one: The mitigation of extremes—the high and the 
low—in the unequal distribution of income and wealth is the all but 
universally accepted need. We never thought we would see in the 
United States of America a representation in effect that there must be 
a compression so that vt mad everybody would be on the same level. 
But that has been done. 

18. The amendment runs counter to our tradition of progressivity 
- taxation and to the whole democratic structure of income distri- 

ution. 

19. Taxes should be reduced in a fair and decent and equitable and 
democratic way. 

20. Little progression would be left in the Federal tax structure. 

21. It would not require a progressive schedule of rates. 

22. The corporate income tax is now only mildly progressive. 

23. This is no time to avoid rightful tax responsibility. 

24. It would force the Government to rely on regressive sales taxes 
or deficit financing. 

25. It would substitute regressive taxation for ability to pay. 

26. It would reduce the extent to which Federal taxes would be 
distributed in accordance with ability to pay. 

27. No limit should be placed upon the power of the Federal Gov- 
ernment to tax. 

28. Other countries are not limited by constitutional provisions; 
therefore, why in the United States? 

29. Tax rates should be determined currently by a majority of the 
elected and responsible representatives of the people, as argued by Mr. 
Ruttenberg. 

30. It would threaten the Nation’s welfare. 

31. It would restrict Congress in providing for the general welfare 
of the United States. 

32. The requirement of a three-fourths vote in Congress to change 
a rate above 25 percent would permit minority rule. 

33. It would lead to deficit financing. 

34. Large budget deficits likely to result from adoption of the 
amendment would lead to inflation with disruptive effects on the 
economy. 

35. The only Government to bail us out in the event of serious trou- 
ble would be restricted in its operations. 

36. It would impair the Government's credit. 

37. It does not limit congressional expenditures. 

38. It would frustrate the Government’s efforts in behalf of stability 
and growth. 

39. It would inject rigidity into Federal fiscal policy. 

40. It would place a straitjacket on the Federal revenue system. 

41. As high a starting rate as 37 percent would not be acceptable to 
the Treasury. 

42. It would permit great investments in buildings and plants to 
avoid paying taxes. 

43. Corporate income would be reduced by $14 billion; individual 
taxes by $2.1 billion. 

44. It does not prevent the imposition of other taxes. 

Now, I should like to read before the committee just a few reasons 
in favor of the amendment. Reasons in support of the amendment: 
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1. Our experience and that of Canada shows that a reduction of 
tax rates results in increased revenue. 

2. Rates were reduced from a maximum of 40 percent to a top rate 
of 25 percent in 1925; to 24 percent in 1926; and to 20 percent in 
1928-30; and the country paid $5 billion on its national debt in these 
years. Canada has had a like experience since 1945. 

3. The amendment should stop excessive Government spending for 
unconstitutional purposes. 

4. New and venture capital is required for growth of industry. 

5. Free enterprise needs many billions of dollars within the next 
5 years. 

6. Heavy progressive income taxes strike directly at the source of 
supply of capital for the maintenance and expansion of industry. 

7. It would lessen concentration of governmental power in Wash- 
ington. 

8. States now seeking money and services from Washington would 
be required to exert their own efforts. 

9. It would contribute to a restoration of States rights. 

10, We may lose our liberty under a government of unlimited power. 

11. It would keep men at work who are in high brackets and who 
lessen their work and limit their earnings because of high taxes. 

12. It would eliminate progressive taxation to a large degree. 

13. Progressive taxation is not fair or just nor is it in our American 
tradition. 

14. Heavy progressive rates of taxation penalize those in the middle 
and high brackets, despite the relatively inconsequential amount of 
revenue involved and the exceedingly harmful economic effects on 
private industry. 

15. The entire progressive element of taxation equals only $5 billion. 

16. Annual reduction of rates and annual increase of national income 
could be expected to balance one another, and would eliminate the 
system of progressive taxation in 5 years. 

17. The amendment would tend to dry up socialistic ventures. 

18. Heavy income taxes contributed largely to England’s socialistic 
government. 

19. In ancient history unlimited taxation contributed largely to the 
fall of Greece, the Roman Empire, Spain, and Russia. 

20. The public, generally, according to the Gallup poll, favors 
lower taxes. 

The reasons in support of the amendment are overwhelming. The 
following objections were some of those given in the House of Repre- 
sentatives upon debate on the income tax resolution in 1909, some of 
which have come true: 

As Gladstone said, the amendment tends to make a nation of liars; 
it is the most easily concealed of any tax that can be laid, the most 
difficult of enforcement, and the hardest to collect; it is a tax upon the 
income of the honest man and an exemption, to a gre¢ ater or less extent, 
of the income of the rascal; the chief purpose of the tax is not financial 
but social; the smaller and poorer States will use their power to im- 
pose on the wealthier States a heavy tax burden; a vast centralized 

government will arise in Washington; one of the purpose of a tax is 
to regulate the citizen; the individual citizen will be compelled to lay 
bare all the secrets of his business and will Be subjected to constant in- 
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spection of his books and papers; an ideal condition for corruption 
and for the political Jack Cade to levy blackmail will be created ; our 
citizens will be denied equal consideration under the law. 

After 43 years of taxation under the 16th amendment, let us review 
the principal reasons today in support of the proposed amendment : 

1. Lower taxes result in high revenue. 

Private industry needs billions of new capital, much of which 
goes instead for taxes for Government spending for unconstitutional 
purposes. 

3. Progressive taxation and the abolition of inheritances are of com- 
munistic origin. 

4. Many men of high earning power quit work rather than sur- 
render a large part of their earnings to the Government. 

A 5-year plan of eliminating the progressive element of the income 
tax would result in no loss to the Government. 

Such an amendment would lessen the clash of classes in this country, 
would bring back the ideals of constitutional government as it was set 
up in Philadelphia in 1787 and created to protect the liberty of the 
citizen, and would make of this country again a nation of limited 
powers. 

Let us remember that Woodrow Wilson said: 

The history of liberty is the history of the limitation of governmental power, 
not the increase of it * * * 
and what Patrick Henry thundered in the Virginia Convention of 
1788: 

When you give power, you know not what you give. 


The Congress and the States gave power in 1913. They knew not 
what they gave. Today we see the result of the exercise of that power, 
now unlimited, to impose taxes. 

For the protection of our liberty, that power should now be re- 
‘alled by the people before it is too late. 

I thank you. 

Senator Lancer. Thank you very much. 

Call you next witness. 

Mr. Smiruey. Miss Corinne Griffith. 


STATEMENT OF MISS CORINNE GRIFFITH 


Miss GrirritH. May I say I have no prepared statement. I have 
just a few facts in here. I am the honorary president of the  ONFAMIER- 
tion to repeal Federal income taxes. I am not with the 25-percent 
ceiling limit. Our theory is to repeal it completely and revert it to 
our original Constitution that our States tax us. I am with Mr. 
Packard in his movement today. 

If the income tax can be reduced, I think it will be a great thing 
for us. I have heard a lot said about the military, and if my figures 
are right from the Treasurer’s report of the Federal income tax of 
1954—the last figures I have—the little man and woman earning from 





$1,200 a year to . $20,000 paid 70 percent of the $33 billion of individ- 
ual-income taxes. From $20,000 up to the millionaires and the multi- 
millionaires paid only 30 percent. I think this income tax in its pres- 
ent form is absolutely agginst the little person. Those are the people 
I am for. 
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Senator Dirksen said something about the fear of the people. Well, 
in making my speeches, mainly to women—and with 2 million men in 
uniform around the world, there are about 3 million more women in 
the United States today than men—I feel that the women are up in 
arms. I think when the citizens of a country fear and begin to hate 
their Federal Government, that is dangerous. I think the income 
tax has done that. 

Our organization is working to repeal it because of the waste—and I 
can only quote the Hoover report that we are wasting $155 billion 
on unneeded goods. That is more than half our national debt wasted. 
That is all we are trying to do, stop the waste. As far as hurting the 
Federal Government is concerned, I don’t think anyone is thinking 
about that. 

I am fortunate enough to have an hour each year with Gen. Douglas 
MacArthur. Last January he said our debt is nearly $300 billion, and 
the credit of the Nation today is nearly $300 billion; that is $600 
billion. That is all the United States is worth, between six and seven 
hundred billions of dollars. 

As the general stated, as chairman of Remington Rand, their organ- 
ization is worth between six and seven hundred million dollars and 
if they borrow more than two or three hundred million, they would 
be bankrupt. 

I don’t think the $15 billion which the 25-percent ceiling limit asks 
for—I think that can be taken out of $155 billion we are wasting, ac- 
cording to the Hoover report, easily. It wouldn’t hurt our country. 

There is some talk here about the different—I can’t find it now, but 
the different budgets. In 1932, the budget was $4.5 billion. Five 
vears later it was $7 billion under Mr. Roosevelt. In the last year 
of Mr. Roosevelt’s tenure of office, it was $34 billion. He ran a war 
on it, and this is supposed to be peacetime. 

Are there any questions that anyone would like to ask me about 
what we are doing ? 

May I just for the record put this note in? I have made a speech 
for some women and this has the imprint of the Senate on it. It said: 

DEAR MIss GRIFFITH: Mrs. Davey had called my attention to the speeches you 
are making on the subject of income tax. I have given the tax problem a lot 
of thought and will give careful consideration to your question. I think the 
taxing problem has been abused. The whole tax question needs a study with 
a view to completely revising it. 

With all best wishes. 

Sincerely yours, 
(Signed) Rosert A. Tart. 

General MacArthur has said to me for my speech : 

No nation may survive in freedom once its people become the servant of 
a centralized government, a condition toward which we are now headed with 
such dreadful certainty * * * through the imposition of excessive taxation. 


No one is talking about reducing the defense money. I just want 
to give you a quotation from Mr. Hoover, in the Hoover report, made 
up of the finest Democrats and Republicans in our country: 

I may emphasize when we talk about savings, we talk about the elimination 
of waste and not the strangulation of either our defense or the public welfare. 

Now, on the opposition to private business, the Federal Government 
today is in the barge-operating business. The Federal Government is 
in alcoholic beverages, scrap iron and steel, boxmaking, metal heat- 
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treating, printing, power facilities, tire recapping, and paint manu- 
ee The Federal Government is in the coffee-grinding business 
and the Federal Government owns and operates today 162 ice-cream 
factories. Nobody is going to tell me that you can win a war with 
ice cream. If the tax were reduced or eliminated, the Federal Gov- 
ernment wouldn’t be in business in competition with private business. 

According to Mr. Willis, of the American Progress Foundation, 
the personal income tax for 1954 was between $31 billion and $32 bil- 
lion and the Federal Government lost that year, in competition with 
private business, $34 billion. Those are the only things we are fight- 
ing. 

Senator Lancer. Thank you, Miss Griffith. 
Mr. McNenu. May I ask you one question, with the chairman’s per- 
mission ? 

Are you familiar with the fact that a great many people are going 
out of active business because their profits are being absorbed by tax 
bills; retiring and quitting business? 

Miss Grirrira. 1 know that I earn my living out of little stores 
and offices, and I know that in this last year, four small-business 
oe went out of business because they couldn’t take the taxes any 

onger. 

I know that, shopping here in Washington on Connecticut Avenue, 
I run into German and Czechoslavakian glass because the merchants 
claim they cannot buy the products of American business today be- 
cause they are so high. 

Mr. McNemu. Thank you very much. 

Mr. Smiruey. Mr. T. Coleman Andrews, please. 


STATEMENT OF T. COLEMAN ANDREWS, FORMER COMMISSIONER 
OF INTERNAL REVENUE 


Senator Lancer. I am glad to see you again. 

Mr. Anprews. Mr. Chairman, I think I should like to say first that 
I had not expected to be here, because frankly I hadn’t had a chance 
to prepare any formal statement. I didn’t want to take up the time 
of this committee. 

Senator Lancer. Glad to have you here anyhow. 

Mr. Anvrews. I hoped I might have something in organized fashion. 
But Mr. Martin and Mr. Dresser asked me to come and you invited 
me, so I am here. 

I should like to explain that telegram I sent you. I would not 
wish that telegram to be taken as meaning that I oppose—— 

Mr. Martin. May I suggest to Mr. Andrews that he speak a little 
louder ? 

Mr. Anprews. I will do the best I can. 

I say that the telegram I sent you was not intended to indicate that 
I oppose this resolution, but rather to indicate—or that I necessarily 
had any qualifications about it—but rather to indicate that I did not 
want to appear to be in the position of favoring something that might 
foreclose the thing that I would really like to see done. That is the 
appointment by Congress of the commission to take a real, honest-to- 

oodness look at the income-tax law, at the whole revenue system. 

t’s see, after 43 years of experience with it, making it more and 
more complicated all the time and more and more difficult to comply 
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with, more and more oppressive to the people, without any research 
to see whether anything better can be developed. So that we might 
make up our minds frankly whether we just had to live with it or 
whether there is something better. I personally believe that there is 
something better, but I am not willing to say just abolish the income 
tax without finding that. I think Congress has to create the mech- 
anism for finding it. I don’t think you can just do it by conversation. 

I think I should also say that I do not represent any organization. 
The things I have had to say about the income tax have been said in 
connection with speeches and articles that I have been asked to write 
on the basis of my long experience with the income tax and particularly 
my experience as Commissioner of Internal Revenue. 

I would say that I would endorse the statement of Mr. Dresser, with 
two exceptions, one of which I would like to ask him about, because 
frankly I don’t understand it. 

At the top of page 2, Mr. Dresser, you make the statement that the 
amendment limits income taxes on both individuals and corporations 
to a maximum of 25 percent, but permits Congress by a vote of three- 
fourths of the Members of each House to exceed that rate at any time 
without limit. Then you go on to say that it does have a limit of 15 
percent above the base rate. 

Mr. Dresser. You are asking me a question. Perhaps my language 
isa bit unfortunate. What I intended to say there was that the sky was 
the limit so far as the top rate is concerned. But there is a question 
that the top rate must be kept within 15 points of the bottom rate. 

Mr. Anprews. I want to make it clear that that point had me 
puzzled. 

Mr. Dresser. They can adopt any top rate they see fit but it must be 
15 points within the bottom rate, if the top rate exceeds 25 percent. 

Mr. Anprews. In other wor ds, with that qualification. 

Mr. Dresser. That’s right. 

Mr. Anprews. There has been a good deal said here about rich peo- 
ple this morning. I would like to make the observation that there 
aren’t very many rich people any more, relatively not any. There is 
not one opportunity to get rich except one way, through the capital- 
gains tax. Not everybody has the opportunity or the gambling in- 
stinct to undertake it by that route. We have got a tax not on wealth, 
except insofar as you might be talking about taxes on estates and 
gifts. You have got a tax on accomplishment, and the more capable 
you are, the heavier the taxation. In other words, you are laying 
your tax on capacity, on personal capacity. You are laying it on in 
such progressive fashion that you are discouraging the people who 
have the most capacity. If you don’t believe that, all you have to do 
is go down to F orida and take a census of men down there, by no 
means past the peak of their capacities who have decided to take 
what they have and rest the rest of their lives rather than work any 
more. There are just thousands of them there. 

I think, therefore, that we have to recognize that this law is exactly 
what Secretary Humphrey, for instance, says it is—a tax on incentive. 
At least, it tends to destroy incentive. He of course is on record also 
as Sayl ng that our taxes are too high. 

President Eisenhower, for instance, and I think all of you know 
that certainly the most conservative thing that might be said about 
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me is, I am not unfriendly to this administration. He said in his 
message to Congress on May 20—I am going to use two dates and 
start at the back. May 20, 1953: 


The Treasury must be assured of adequate revenues to finance necessary ex- 
penditures for national security and other essential purposes. 


I don’t think anybody in the world would disagree with that. Cer- 
tainly I wouldn't. 


At the same time, we must develop a system of taxation which, to the great- 
est extent possible, will not discourage work, nor savings, nor investment, but 
will permit and encourage initiative and a sound growth of our free economy. 

I suggest to you, sir, that we do not now have a tax system which 
will accomplish what the President says ours should accomplish. 

On the 19th of May, 1953, the day before the President said in an- 
other message to Congress that our system of taxation must not only 
provide our Government with the resources to be strong for freedom’s 
sake, but also enable our people to apply their initiative and industries 
fruitfully. This means taxes so adjusted as to fall where Po 
is less harmful and so planned as to create jobs and expand the in- 
come of the mass of our people. 

I suggest also that that objective is not accomplished by our present 
system of government. Or perhaps some of you might wonder, as 
others do, why I am now speaking out, after I have served as Com- 
missioner for 3 years. Why didn’t I say something then? The answer 
is very simple. As Commissioner of Internal Revenue, I operated 
within a restricted area, that of enforcing the law. It was my job to 
enforce the law that was handed to me, not to unmake the law or to 
make new laws. My views on taxation were not questioned and, there- 
fore, they were not given of it. I tried to enforce the tax laws to the 
best. of my ability. 

The thing that impressed me most in the discussion here this morn- 
ing is the apparent resignation to the idea that we have a level of ex- 
penditure in this Government from which we cannot recede. That I 
submit, to take that attitude, for anybody to take it, is in my opinion 
the greatest disservice that can be done to the American people. Here 
we sit with a commission, appointed by the Congress of the United 
States, that tells us there is Bri, million of waste in the budget now 
before Congress. Seven and a half billion dollars, rather, not in that 
budget, but in the operation of the Government. Senator Byrd, and 
I think I am as proud of him as anybody is, tells us that the budget 
has got $784 billion of unnecessary new expenditures in it. 

Now ladies and gentlemen, and Mr. Chairman, that is $15,300 mil- 
lion or half of the amount of money collected from the income taxes on 
individuals today. We sit here talking about a stable or a fixed level 
of expenditures of this Government when we could, if we wanted to, 
or the Congress could, reduce the personal income tax in half from to 
to bottom. If anybody wants to read my mail from the people all 
over the country to see what they think about it, I will be glad to open 
it up to them. They don’t like it. They know about it. They have 
been reading about it. Informed and authoritative people have been 
telling them about it, and they don’t acept the idea that we have to 
continue to operate at the present level of expenditure. They want to 
know why expenditures are not cut to the extent that a commission 
appointed by the Congress of the United States said they can be cut 
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and to the extent that a respected authority like Senator Byrd says 
they can be cut. I suggest that that question is going to have to be 
answered, gentlemen, and if I judge the temper of ‘the mail that I get, 
it is going to have to be answered right soon. 

Something has been said here today about the $60 billion of property 
that the Government owns. There has been some reference made to 
an article that appeared in the papers yesterday that I wrote. I re- 
ferred to that situation in that article. Here, simply, is what that 
situation is. We have a tax based upon income. Now, if all income 
were taxed, the level of revenue would rise with the growth of economy. 
But that isn’t what is h: appening here. We have created vast accumu- 
lations of income-producing wealth in all kinds of competent organ- 
izations, and we have set the Government up in business in competi- 
tion with private enterprise to the extent of $60 billion of property. 
I don’t know if that is right or not. The Hoover Commission says that 
$15 billion of investments found in the Defense Department alone 
in over 2,500 business establishments. It is perfectly patent, therefore, 
ladies and gentlemen and Mr. Chairman, that an income tax under 
which, by those devices, taxable income is removed far from the 
reach of the tax collector creates a situation where there is an ever- 
widening gap between the amount of income produced by the people, 
the economic growth of the country, an ever-widening gap between 
that and the amount of taxes as derived from that system. When you 
get to that situation, you have got an unhealthy situation and one 
which eventually is bound to fall flat on its face no matter what else 
happens. 

I was pleased to accept the invitation to come here, because I feel 
that anything we can do now to reduce this unnecessary burden of 
taxation is a good thing. There are other people who would like to 
reduce the gross discrimination against people who make a little bit 
more than the bare cost of living, the middle income group, the white 
collar group. I think it will be fine to correct that discrimination. 
But the ultimate thing, I submit to you, the thing that we ought to 
all strive for, is the creation of whatever mechanism is needed by this 
Congress to take an honest to goodness second look at the whole situ- 
ation. I do not appear here in advocacy of the repeal of the income 
tax here at this time. I may later on. But first I want to know the 
facts. 

Nor do I appear here in advocacy of a wholesale wiping out or re- 
duction of the budget without reason. This Government has to have 
money to run on. It has to have taxes in order to provide that money. 
What I suggest to you is that we ought to consider whether we really 
need all the money We are now raising and whether there isn’t a better 
way to do it. I shall hope, ther efore, that C ongress will set up the 
machinery for ascertaining whether we can find a would-be able sub- 
stitute for the income taxes and give the people of this country back 
the protective rights they signed away when they agreed to the adop- 
tion of the 16th amendment of the Constitution. That is the essential 
thing. 

I am convinced that if that isn’t done, the result will be to destroy 
our whole tradition of freedom. As Mr. Frank Chodorov puts it, 
“Wreck both that tradition and the civilization for which it has 
emerged.” 














86 TAXES ON INCOMES, INHERITANCES, AND GIFTS 


Senator Lancer. Thank you for coming over, Mr, Andrews. 
Mr. Smiruey. Mr. Frank Chodorov. 

He is not here. 

Mr. Roger Moure. 


STATEMENT OF ROGER MOURE, TAX CONSULTANT, ARLINGTON, VA. 


Senator Lancer. What is your address? 
Mr. Moure. Arlington, Va. 


I have a prepared statement. Instead of reading this statement, 
in view of what has gone on this morning, I would like to file the 
statement with the committee. 


(The complete statement of Mr. Moure is as follows :) 


STATEMENT OF ROGER J. MOURE 


Mr. Chairman and members of the subcommittee: My name is'Roger J. Moure. 
I am a tax consultant and have offices at 720 North Fillmore Street in Arlington 
County, Va. I appear here in my own behalf and do not represent any person 
or group of persons. On the occasion of a previous appearance on April 27, 1954, 
before your subcommittee, I offered a rather detailed statement of what I sin- 
cerely believe is wrong with the entire tax system of our country. 

If we would only take time to think back a few years and recall that following 
World War I, the administration then in office, sought by large reduction in the 
income-tax rates to return income taxes to a more realistic basis. In my pre- 
pared statement I recall quoting the late Hon. Richard E. Byrd, father of the dis- 
tinguished Senator from the Commonwealth of Virginia, Harry Flood Byrd, and 
how his prophetic predictions have come true. At that time I stated that there 
was being considered what is now known as the Internal Revenue Act of 1954. 
This act, as amended, while liberalizing some aspects of the Federal tax system, 
any savings to the taxpayers or the Government were more than offset by the 
increased costs of enforcing the revenue laws. For example, between 1954 and 
1955 the personnel employed by the Commissioner of Internal Revenue was re- 
duced from 24,835 in 1954 to 24,205 in 1955, the revenue agents were increased 
from 10,605 to 11,255 and the salaries and other obligations of the Internal 
Revenue Service increased from $268,069,000 in 1954 to $278,834,000 in 1955. 
Furthermore the preparation of tax returns instead of being simplified was made 
more complex and complicated as shown by an increase in both the detailed in- 
struction from 12 to 16 pages and the form itself from 3to4 pages. As presently 
set up the Commissioner reports that approximately 200 public-use forms and 
many internal forms were revised during the fiscal year 1955 to make them fit 
the present requirements of the 1954 Revenue Act as amended. 

The added complexity of the present revenue code is further illustrated by the 
growth in the number of rulings issued since 1953. Here is the record in short: 


1953, rulings issued 


proighepietiapasilgiaieaniaialintiiaeiasaiingnitia asin tienapitnassinbieitbbdentnintipege 151 
I aie eatin eaiciaileica gniied thane tiicitidnininptine tient 432 
al icinicaeliliemmmnmnamines 801 


Previously I mentioned the increase in the personnel in the enforcement division 
from 10,605 to 11,255, a gain of more than 10 percent in 1 year. From the record 
so far, we can expect further increases in the enforcement personnel, mainly 
because the service no longer renders more than token assistance to taxpayers in 
the preparation of their returns. 

It is my opinion that we never will be able to bring the complex governmental 
task of collecting the revenues necessary to the operation of our Republic to a 
simplified basis until we revise the forms and also lower the rates to a level the 
people of the United States can afford to pay and still maintain a high standard 
of living. We need revisions in substance as well as form if the burden is ever to 
be lightened on the taxpayers administratively and financially. 

It was with this thought in mind, Mr. Chairman, that I prepared an alternative 
method of computing the individual income taxes with allowances only for 
personal exemption and nothing else. By such revision as I propose a tax on 
incomes would become more acceptable to the people and be far less liable to 
attempts at tax evasion. 
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In his letter of April 26, 1954, Secretary Humphrey estimated that if this 
proposed amendment were adopted, the loss to the Treasury would be about $3.5 
billion in income taxes plus less than $1 billion from estate and gift taxes, or a 
total of $4.5 billion. This amount might easily be saved if the Congress would 
put into operation several of the remaining recommendations of the Commission 
on Organization of the Executive Branch of the Government, headed by former 
President Herbert Hoover and assisted by many distinguished Americans. These 
reports and the task force reports accompanying them indicate not only serious 
defects in the operation of our overseas aid programs but also opportunities for 
savings in other places. The recommendations I have in mind are indicated in 
the table which follows: 


Comparison of 1954 and proposed tar rates 


Tax under 1954 Revenue Act | Tax under proposed rate 





Income level | 
| 


0 to $1,000____..---- 20 percent of net taxable income_._.._..-| 1 percent of net taxable income. 
$1,000 to $2,000.......| 20 percent of net taxable income---- | $10 plus 2 percent over $1,000. 
$2,000 to $4,000__- | $400 plus 22 percent over $2,000____....__| $30 plus 3 percent over $2,000. 
$4,000 to $6,000__...- $840 plus 26 percent over $4,000__........| $90 plus 4 percent over $4,000. 
$6,000 to $8,000 -| $1,360 plus 30 percent over $6,000 - _ -- $170 plus 5 percent over $6,000. 


Ai $1,960 plus 34 percent over $8,000 


$2,640 plus 38 percent over $10,000 : 


$3,400 plus 43 percent over $12,000- _- 


--| $4,250 plus 47 percent over $14,000- - .----| 
-| $5,200 plus 50 percent over $16,000. 


$270 plus 6 percent over $8,000. 
$390 plus 7 percent over $10,000. 
| $530 plus 8 percent over $12,000. 
$690 plus 9 percent over $14,000. 
$870 plus 10 percent over $16,000. 


$18,000 to $20,000....-} $6,200 plus 53 percent over $18,000- - _ _- | $1,070 plus 11 percent over $18,000. 
$20,000 to $22,000.....| $7,260 plus 56 percent over $20,000_..._.__| $1,290 plus 12 percent over $20,000. 
$22,000 to $26,000...._| $8,380 plus 59 percent over $22,000_ -_--- | $1,530 plus 13 percent over $22,000. 
$26,000 to $32,000....-| $10,740 plus 62 percent over $26,000-.-...| $2,050 plus 14 percent over $26,000. 
$32,000 to $38,000._...| $14,460 plus 65 percent over $32,000- | $2,890 plus 15 percent over $32,000. 
$38,000 to $44,000_-__- $18,360 plus 69 percent over $38,000- - -- -- | $3,790 plus 16 percent over $38,000. 
$44,000 to $50,000... _- $22,500 plus 72 percent over $44,000__.._.| $4,750 plus 17 percent over $44,000. 
$50,000 to $60,000____ - $26,820 plus 75 percent over $50,000_.-._-| $5,770 plus 18 percent over $50,000. 
$60,000 to $70,000___-- $34,320 plus 78 percent over $60,000__-._.| $7,570 plus 19 percent over $60,000. 
$70,000 to $80,000 --_-- $42,120 plus 81 percent over $70,000. __.__| $9,470 plus 20 percent over $70,000. 
$80,000 to $90,000-__-- $50,220 plus 84 percent over $80,000 - ---- $11,470 plus 21 percent over $80,000. 
$90,000 to $100,000_...| $58,620 plus 87 percent over $90,000____--| $13,570 plus 22 percent over $90,000. 
$100,000 to $150,000---| $67,320 plus 89 percent over $100,000___-_| $15,770 plus 23 percent over $100,000. 
$150,000 to $200,000___| $111,820 plus 90 percent over $150,000 | $27,270 plus 24 percent over $150,000. 
$200,000 and over__-_-| $156,820 plus 91 percent over $200,000 - - -| $39,270 plus 25 percent over $200,000. 








Comparison prepared by Roger J. Moure, Arlington, Va. 


Mr. Movre. I recall in the hearing that was had here in April of 
1954, I had a prepared statement in which I recalled the speech of the 
Honorable Richard Byrd, father of our distinguished Senator from 
Virginia. In that speech, Richard Byrd stated: “It is a wise maxim 
of government to grant no power which is not properly safeguarded 
from abuse.” 

The real objections to the adoption of the amendment, it seems to 
me, are these. The proposal of the amendment—the method proposed 
is not now inherent in the Federal Government. The proposition is, 
therefore, to increase enormously the Federal jurisdiction and power 
over citizens of the United States. This contact is in relation to the 
most vital concern of the individual. 

It means that the State must give up a legitimate and long estab- 
lished source of revenue and yield it to the Federal Government. It 
means much more than this. It means the Federal Government can 
ea tay the inner-most citadel of reserved rights of the common- 
wealth. 

Those are statements that were made by the Honorable Richard 
Byrd in March of 1910, 3 years prior to the passing of the 16th amend- 
ment. 

In that statement, Mr. Byrd made one of the most prophetic state- 
ments I have ever had the privilege of reading. I would like to insert 
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this complete statement into the record once again, as I did in 1954, 
because in it the statements made by Mr. Byrd, and which I explained 
at that time, are still statements of true facts that show what hap- 
pened when the Congress of the United States was permited to tax the 
people of this country without any safeguard from that abuse, or any 
restriction or limitation. It was the intention of the original passers 
of the amendment that the tax rates should never go above the rate of 
10 percent. That was in statements issued by Charles Evans Hughes 
and Elihu Root prior to the passage of that amendment. 

Mr. Ruttenberg in his statement said that there was a motivation 
of States rights being an issue in this particular resolution that is be- 
fore the committee. If it is an issue now, it was an issue back when 
the amendment was originally passed, back in 1913. 

I would also like to make one other comment on that prior statement. 
That is, that at that time in 1910, the statement was made that if 
enough States agreed to this amendment, a Federal Congress will enact 
a tax law, Federal judges will construe the law, and an army of Fed- 
eral officers will enforce it. True, that has happened. Every statement 
that was in that original statement of Speaker Byrd, of the house of 
delegates, has come to pass. 

I am personally a tax consultant. I come in contact with the tax- 
payers of this country. Someone raised a question earlier this morning 
of whether or not they have seen businessmen go under because of the 
tax burden. I know personally of 8 men who, in the last 2 years, 
have gone under, and better than 800 jobs have gone under with those 
8men. One man alone, because of the tax burden, sold his corporation 
with all its assets, at a paper loss, took the entire amount of money he 
received, invested it in municipal and school bonds, and is living off 
that, and he eliminated better than 500 jobs off the labor market. That 
is what taxes have done to this country. 

I have for years felt that tax limitations followed the tax-limitations 
program. I am not a constitutional lawyer. I am not an attorney. 
I do know what is the best for my taxpayers, the people that I have to 
deal with. I have in my prepared statement put in a comparison table 
of the proposed 1955 tax rates under the 1954 Revenue Act and what 
I would term a proposed tax rate under Senate Joint Resolution 23. 
The proposed tax rate is one similar to that that was used by Mr. 
George Humphrey back in 1954 when he prepared a letter to this com- 
mittee and stated that there would be a $3.5 billion loss in individual 
taxes and a $1 billion loss to estate and gift taxes, which is $4.5 billion. 
If, by using the recommendations of the Hoover Commission on the 
Organization of the Executive Branch of the Government, we will 
save $3 billion over that $4.5 billion loss. We will also take that $3 
billion and apply that to reduction of our national debt. 

I will have to also state that back in 1920 to 1932, when we had a 
reduced tax rate, we did receive higher incomes into the Federal 
Treasury. We paid off more of our national debt. The statement has 
come up to me quite often that we are in a different type of a standard 
of living today than we were at that time. True, our standard of liv- 
ing is higher. Our national income of last year was $322 billion. 
Yet, because of taxation, instead of paying $1,900 per family for an 
average for our necessities of life, we had $900.84 for an average 
family of 4, going on a standard index of 1929, based on 100. 
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There have been other questions brought up this morning as to 
whether or not this was a rich man’s bill. I say it is not a rich man’s 
amendment. It is not, for a number of reasons. In the first place, the 
amendment calls for a maximum of 25 percent. As long as that maxi- 
mum is at 25 percent, there is no minimum, and that minimum could 
well be zero percent. Going from zero percent to 25 percent, as I have 
done on my table, taking a man at an $8,000 income, today he pays 
$1,960 plus 34 percent of everything over $8,000. According to my 
table, he would pay $270 plus 6 percent on everything over $8,000. 
Using that table, you would still come out to merely a $4.5 billion loss 
in revenue and not a $15 billion loss. 

I am also going to state that the immediate loss in revenue through 
the elimination of high individual taxes would be only temporary. By 
that, I mean it would be a loss of approximately 1 to 1144 years. Fol- 
lowing that time, it would increase. That is brought about by the 
fact of diminishing returns from taxation. That point has variously 
been put between 20.2 and 28.1 percent as your point of diminishing 
returns in taxation. Mr. Ruttenberg is an economist; I believe Mr. 
Dresser is. 

Mr. Dresser. Not I. 

Mr. Moure. They can check that if they see fit. I am sure the 
committee can also check it. I am sorry to take that much of the com- 
mittee’s time. 

Senator Lancer. We are glad to have you here. 

Any more witnesses ? 

Mr. Smirury. I have a statement which Mr. Blyth Emmons has 
asked to have included in the record. 

Senator Lancer. It will be done. 

(The complete statement of Mr. Emmons is as follows:) 


STATEMENT OF BLYTH EMMONS, DIRECTOR, WASHINGTON OFFICE, NATIONAL 
SMALL BUSINESS MEN’s ASSOCIATION, INC. 


My name is Blyth Emmons. I live in Washington, D. C., and am the director 
of the Washington office of the National Small Business Men’s Association, Inc., 
with offices at 925 15th Street NW., Washington, D.C. The association’s national 
headquarters is located at-2834 Central Street, Evanston, II. 

The National Small Business Men’s Association was founded in 1937 to give 
small-business men a voice in national affairs and to help preserve free com- 
petitive enterprise in the United States. We have members in all 48 States, 
representing approximately 170 categories of business. 

The association holds national membership meetings each year. All mem- 
bers are eligible to attend these meetings. At each meeting a program is adopted 
by majority vote of those present to guide the activities of the association until 
the next membership meeting is held and a new program adopted. At each 
meeting a financial statement is rendered showing all income and giving an 
itemized statement of expenditures. We had our 1954 meeting here in Wash- 
ington April 5, 6, and 7. In 1955, due to the death of our president and founder 
DeWitt Emery—our association did not hold its annual membership meeting, and 
we have not as yet held our membership meeting this year. 

At each of our national membership meetings, starting with the first one in 
Pittsburgh in September 1938, the members of the National Small Business Men’s 
Association have gone on record, by the adoption of resolutions, to make laws 
more equitable for the small-business men of the country. I would like to make 
part of this statement the following resolutions adopted by the membership at 
our 1953 and 1954 meetings : 

“We endorse Senate Joint Resolution 23 introduced by Senator Dirksen, of 
Illinois, proposing an amendment to the Constitution of the United States to 
provide that the maximum top rate of all taxes, duties, and excises, which the 
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Congress may lay or collect, shall not exceed 25 percent, and other provisions 
of kindred import. 

“We recommend the adoption of an amendment to the Constitution of the 
United States to provide a maximum rate of all taxes, duties, and excises which 
the Congress may lay or collect.” 

The text of Senate Joint Resolution 23 introduced by Senator Dirksen in the 
83d Congress is identical to that of Senate Joint Resolution 23 introduced by 
Senator Dirksen in the 84th Congress, and on which your committee is presently 
holding hearings. 

Our association, from time it was founded 19 years ago, has been on record 
for a reduction of all Federal taxes, except in times of national emergencies. 

The time to repeal the 16th amendment is later than we realize perhaps, be- 
cause so long as the Congress shall have the power to lay and collect taxes on 
incomes from whatever sources derived, including earnings, savings, gifts, 
and bequests, the question of free enterprise versus socialism is in serious 
abeyance. . 

It is of importance to note that the top income bracket during World War I 
and immediately thereafter was 65 percent. In the late 1920’s income tax rates 
were reduced all along the line. Yet, despite those reductions, Washington 
was able to balance the budget, pay off about one-third of the national debt, 
and cancel several billions in loans to foreign countries. If lower taxes could 
do all that, there was a powerful plausibility for returning to some such modest 
ceiling. 

It may be of interest to look at the exact record on revenue collections of 
the Federal Government from 1925 to 1930—the maximum income tax rates 
and the personal exemptions during that period. 





Total internal Maxi- Personal 
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Percent 
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It is interesting to advance to the period 1939-51 and see the percent net in- 
crease in contrast to Federal, State and local taxes: 











| 
1939 1951 Percent net 
increase 
ee La er Sd ee a $4, 900, 000, 000 | $51. 754, 784, 000 920 
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This clearly shows what the Federal Government takes in the way of tax col- 
lections in contrast to what is left for the States and local taxable possibilities, 
or the amounts of money available to them to operate the States, cities and towns. 

Further figures show that between April 30, 1945, and June 30, 1952—a period 
of 7 years of which almost 5 years were peacetime years—the Federal Govern- 
ment collected $323 billion in taxes, which is $75 billion more than the $248 
billion collected during the entire previous life of the Republic beginning with 
1789. 

The effect of these tables shown above has had an eye-opening impact on the 
small-business man. In order to operate successfully, industry must have a 
steady continuing supply of new capital. The capital required for the mainten- 
ance and expansion of industry comes from the savings of corporations and 
individuals. Excessive taxation lessens or destroys the incentive to produce, 
save and invest such capital in industry and at the same time reduces the 
supply by the amount of the tax. 

Much of the capital for the maintenance and expansion of our industries is 
supplied by the persons having the larger incomes. The heavy pregressive in- 
come tax strikes directly at this source of supply. 
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The preservation of the private-enterprise system is just as important to those 
with small incomes as it is to those with medium and large-sized incomes. It is 
this system that has made possible the high wages and the high scale of living for 
the people of this country. 

In the case of individuals, 70 percent of the taxable income is in the first bracket, 
which includes incomes under $2,000. 

Moreover, 85 percent of the revenue from the individual income tax is pro- 
duced by the first bracket rate of 22.2 percent when applied to the entire amount 
of taxable income in all brackets. 

Contrary to popular belief the bulk of the revenue from the individual income 
tax comes not from the taxpayers with the higher incomes but from the taxpayers 
in the lower brackets, for that is where the income is. 

The experience of other countries and most recently that of England should 
be a warning to us. For many years England has had a heavy graduated tax on 
both incomes and inheritances. These taxes have so reduced the supply of capital 
that there has not been enough to provide her industries with the capital needed 
for modern machinery and equipment. 

A number of State legislatures, starting with Wyoming in 1939 have passed 
resolutions in one form or another requesting Congress to call a convention to 
propose such a tax limitation amendment. 

It should be remembered that Congress is not the sole party in interest. The 
States have at least an equal interest and should be given an opportunity to 
vote on the proposal which so many States have already expressed a desire to do. 

The President of the United States does not have the power, unless Congress 
gives it to him, to spend a dime of the taxpayers’ money. 

In the final analysis the problem resolves itself into the simple issue of 
whether we are to have in this country a system of society based upon first, 
private enterprise and our constitution form of government, or second, socialism. 
If we are to continue with our present system, we must take steps to prevent its 
destruction through the abuse of the taxing power. 

Respectfully submitted. 


Mr. Somituey. In accordance with the previous orders of today, a 
telegram came in from Atlanta, Ga., signed by Herman E. Talmadge. 
Would you like that included in the record ¢ 

Senator Lancer. Read it. 

Mr. Smituey (reading) : 


Confiscatory income tax rates are jeopardizing the economic stability and se- 
curity of our Nation and robbing our youth of the incentive to succeed. The Reed- 
Dirksen amendment, Senate Joint Resolution 23, on which hearings are being 
held this morning constitutes the most constructive step taken to date to remedy 
this threat to our economy. I urge you and the members of your subcommittee 
to give it your approval and to use your influence to see that it is submitted to the 
states for assured ratification. 


HERMAN BE. TALMAGE. 
In addition to that, there is a letter signed by W. Hansen Hall, con- 
sulting Engineer, of Lafayette, La., under date of April 23, 1956, which 
has been submitted to the members of the committee. 
(The letter referred to is as follows :) 


LAFAYETTE, La., April 23, 1956. 
Members of JUDICIARY COMMITTEE, 


Senate Office Building, Washington, D.C. 


GENTLEMEN: According to information received, your committee meets to- 
morrow, Tuesday, April 24 to consider legislation which will lead to repeal of 
16th amendment and at least limit income tax to 25 percent. 

As a citizen I would plead that you consider this favorably. I believe you 
shovld arrive at a decision not considering whether tax income is sufficient or 
not, or where another source of revenue is but from the fact that unless some 
limit is imposed we are gradually drifting toward complete confiscation of private 
wealth. As it stands now, all we can rely on is the representatives in Washington. 
It looks like this is not enough—it should be on the books. 

Respectfully submitted. 


W. HANSEN HALL. 
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Mr. Smrruey. I have a copy of a letter here which has been for- 
warded to you. It is addressed to Gen. Frank E. Packard, of the 
Shoreham Hotel, under date of April 20, signed by Howard Newcomb 
Morse, in which he endorses, as the legal adviser to the Western Tax 
Council, the legal position of the Western Tax Council. 

May that be accepted ? 

Senator Lancer. Yes. 

(The letter referred to is as follows :) 


CHIcAGO, ILL., April 20, 1956. 
Gen. FRANK E. PACKARD 


Shoreham Hotel, Washington, D. C. 


DeEAR GENERAL PACKARD: As the legal adviser to you and the Western Tax 
Council, Inc., for the last 44% years, I am, pursuant to your request, rendering 
herewith my opinion on the correctness of the legal positions adopted by you 
and the Western Tax Council, Inc., since 1939, the year in which the Western 
Tax Council, Inc., was incorporated under the laws of the State of Illinois as 
a not-for-profit corporation. 

As a legal scholar with 56 published works to my credit, and as a legal com- 
mentator for 18 leading law reviews and bar journals, and as legal consultant to 
the American Peoples Encyclopedia, I wish to state categorically and unequiv- 
ocally that in my opinion every legal position adopted by the Western Tax 
Council, Inc., since its inception has been 100 percent correct and sound. 

I shall outline some of the more important legal positions which have been 
adopted by you and the Western Tax Council, Ine. : 

In re the small number of States which attempted to rescind previously passed 
resclutions memorializing the Congress to adopt the income tax rate limitation 
movement’s amendment to the Constitution, such attempts to rescind were of 
no legal effect whatsoever. 

In re the fact that certain States passed memorialization resolutions during 
the first few years of the movement’s history—from 1939 on—those resolutions 
have just as much validity and are just as effective as the most recently adopted 
resolutions. 

In re in two states the governors attempted to veto memorialization resolu- 
tions which the legislatures had passed, such attempts to veto were null and 
void and of no legal efficacy whatsoever. 

In re the fact that some of the resolutions may differ somewhat in wording, 
all of the resolutions may be counted together as some differences in wording 
have no legal effect whatsoever. 

In re the number of States which have adopted resolutions memorializing 
the Congress to pass the income tax rate limitation amendment to the Constitu- 
tion, that number is 31 States and no other number. 

Again I wish to declare, as a reaffirmation and reiteration, that, as a recipient 
of testimonials from leading universities and State bar associations for outstand- 
ing legal authorship and scholarship, it is my opinion that the legal positions 
maintained by you and the Western Tax Council, Inc., are absolutely correct 
and sound. 

Copies of this letter are being sent to the Honorable William Langer, senior 
United States Senator from the State of North Dakota, and to Mr. William Logan 
Martin, of the State bar of Alabama. 

With my best wishes to you and Mrs. Packard, I remain. 

Very respectfully and sincerely, 
Howarp NEWcoMB Morse. 


Mr. Smiruery. This has been handed to me, an editorial which ap- 
peared in the April 9, 1956, issue of the Life magazine, entitled, “Is 
the Income Tax Just ?” 

Senator Lancer. It will be inserted as part of the record. 
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(The editorial referred to is as follows :) 
[From Life magazine, April 9, 1956] 
Is THE INCOME Tax Just? 
DON’? BE MISLED JUST BECAUSE NO ONi: SEEMS TO BE PUTTING UP MUCH OF A SQUAWK 


We approach the annual miracie play in which some 60 million Americans 
turn over $30 billion of their income to a comparative handful of revenue col- 
lectors. To use a horsepark term it is the biggest day’s handie in the history 
of money or nations; and the miracle is why a people who staged the Boston 
Tea Party and the Whisky Rebellion should get it up so docilely. When the 
Communist party and the Daily Worker were recently raided by T-men on a 
tax delinquency ciaim, they appeared briefly to be lonely heirs of a lost Ameri- 
can tradition. But no, even the Communists boast that their tax returns were 
in order. 

True, there are a few defiant spirits left. A jury in Alasku, whose Delegate 
to Congress can’t vote, has just acquitted a tax offender on the good old plea 
of “no taxation without representation.”” Utah’s Governor J. Bracken Lee, re- 
fuses to pay his tax (and will be sued for it) on the ground that the Govern- 
ment spends his money unconstitutionally. Some 20,000 gangsters, gamblers, 
and other tax-hating citizens are being und aiways wil! be investigated for tax 
fraud. But by and large the late Justice Jackson's opinion still seems to hold. 
Surprised not by how many but how few evade their taxes, he said. “That 
a people so numerous, scattered and individualistic annually assesses itself with 
a tax liability, often in highiy burdensome amounts, is a reassuring sign of the 
stability and vitality of our system of self-government.” 

This is not an old American custom. During more than 50 years (1802-13 
and 1818-61), Americans paid no Federal taxes whatsvever. The 16th amend- 
ment is usually thought of as the revolution in our tax history; but the pro- 
gressive income tax was not new then (it was used during the Civil War) 
and did not start biting until much iater. Even in i939, the ciiimax of the New 
Deal, only 1 American in 32 paid an income tax. It was World War II that 
changed things. In 1943 one-third of us became income-tax payers and have 
remained so—statistivaliy, almost everyone with a job. 

No doubt we owe some of our docility to the withholding system, under which 
most taxpayers never see their tax money, let alone develop a proprietary in- 
terest in it. But withholding is hot a modern device; auctioneers withheld a 
Federal excise as ear!y in our histovy us 1794. (If boxing promoters, especially 
the late Mike Jacobs, had been required to to as much, the great Joe Louis 
would not now have to be wrestling for his back taxes.) There is in fact no 
such thing as a new kind of tax; some government or other has long since in- 
vented them all. Ail you Gan ask of a tax system is that, while yielding the 
needed revenue in ways that least damage the economy, it be reasonably simple, 
uniform, and just. 

Is ours? Far from it. It raises the revenue all right; but according to one 
man in a position to know—T. Coleman Andrews, until recently the chief of the 
Internal Revenue Service—our income tax is confiscatory, vengeful, and guilty 
of “shameful discrimination.” The evidence for this and even harsher judgments 
is spelled out by many an economist and tax expert in the recent hearings before 
the Mills subcommittee of the Joint Committee on the Economic Report. 

Our personal income tax has a steeply progressive framework, from 20 to 91 
percent. But that is just the framework; the patchwork is what matters. There 
are sO many special exceptions and “technical” complications that it is far less 
progressive than it pretends to be, and far more progressive on some kinds of 
income—notably earned income—than on others. The Treasury dips deep with a 
sieve, in Henry Simons’ phrase, and the pattern of the sieve gets crazier every 
year as the rulings, court decisions, and amendments pile up. Just to keep a 
record of them all, a firm like Commerce Clearing House, which published 400 
pages on the tax laws of 1913, now publishes 28,000 pages of tax reports a year. 
Since 1935 the number of certified public accountants has more than tripled. 

A Massachusetts shoe magnet was forbidden to deduct his daughter’s wedding 
as a business expense, but a Pennsylvania dairyman was allowed to deduct his 
African safari because of its publicity value. When income from cattle sales 
was granted capital-gains treatment in 1951, it was with difficulty (and perhaps 
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only temporarily) that turkeys and chickens were not included. The depletion- 
allowance system which has long favored oilmen has spread gradually (but 
unevenly) to all natural resources except soil, water, and air; and Prof. Kenneth 
Galbraith, of Harvard, asks why it shouldn’t be extended to professors, since 
“there is no group where depletion of what is called intellectual capital proceeds 
so immutably and leaves such a hideous void.” 

Not private greed alone but public justice urges these exemptions. Indeed 
none of them is unjust in itself, except in comparison with its neighbors. For 
instance, a rich man can deduct a football scholarship for his alma mater, or even 
a whole team; but you can’t deduct the cost of sending your son to MIT. If 
and when the shortage of scientists rouses Congress to correct this inequity, it 
will do so not by disallowing the first exemption, but by allowing the second. 
Where, then, does the process stop? 

The last big rewriting of the tax laws (1954) was an achievement from the 
Standpoint of equity, but only by multiplying the exemptions and complexities. 
Now almost every organized group in our society enjoys some special tax privi- 
lege, from homeowners (whose mortgage interest is deductible) and inventors 
(their royalties are now capital gains) to organized labor (many fringe benefits 
are tax favored) and the blind (an extra $600 exemption). The older each 
special privilege becomes, the harder it is to question it. The more people with 
vested interests of their own, the fewer to challenge others’. Perhaps the 
American taxpayer’s docility is to be explained less by his honesty and patriotism 
than by this all but universal complicity in special privileges. 

But it is an ignorant and unequal complicity, and it can’t last. The random 
erosion of the tax base led the late Randolph Paul to call the income tax “a 
wasting asset of the Nation.” Professor Cary, of Columbia, calls his study of it 
A Requiem. Treasury experts are beginning to despair of the income tax as the 
chief source of revenue and to think about other kinds of taxes. 

None of the alternatives would be as just as the income tax could be. Someday 
soon Congress is going to have to write a whole new tax law. It should be an 
income tax whose progressiveness is realistic, not demagogic; whose exemptions 
are few, uniform, and general; and which lets equity and simplicity reinforce, 
not undermine, each other. It would be wise to start work on it while Americans 
still trust their tax system. 


Mr. Smirury. Then part of an article appearing in the Baltimore 
News-Post, April 16, 1956, by Pinkney McLean, entitled, “$60 Tax- 
payer of 1913 pays U.S. $1, 599 Today.” 


Senator Lancer. It ll be inserted as part of the record. 
(The article referred to is as follows :) 


[From the Baltimore News-Post of April 16, 1956] 
MountTING Costs—$60 TAXPAYER OF 1913 Pays U. S. $1,592 Topay 
(By Pinkney McLean) 


A man with 2 dependent children making $10,000 today pays over 25 times 
more Federal income tax annually than his counterpart in 1913, according to 
Jommerce Clearing House, national reporting authority on tax and business law. 

When the income tax started in 1913 he paid only $60 on a $10,000 taxable in- 
come while this year his total tax was $1,592. 

For this taxpayer taxpayments have ranged from a low of $40 in 1929—the 
peak of the prosperous twenties—to a top of $2,245 in 1944 during the height of 
World War ITI. 

Taxpayers with $3,000 net income paid nothing under the first tax, but were 
called on for $36 in 1918 to help pay the costs of World War I. 

However, they had a tax holiday until the World War II defense effort of 
1941, when they were taxed $58. 

A study made by Commerce Clearing House shows that a man with $26,000 
taxable income and the same exemptions paid a low of $260 in 1913, a high of 
$9,705 in 1944, and $6,268 on his 1955 income. 

The man whose earned net income was $100,000 paid only $2,510 in 1913; 
$68,565 at the height of World War ITI, and $51,912 this year. 

A review of the country’s income-tax history by Commerce Clearing House 
shows rates reached high points during war years, dropped in the money-making 
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1920's, and started higher with attempts to balance the budget in the early de- 
pression days. 


Senator Langer. Any other witnesses who wish to testify either for 
or against the bill ? 

Mr. Pevers. Iam Paul A. Peters. I havea very badcold. I would 
like permission to submit a statement showing the effect of taxation 
on the declining purchasing power of the dollar. 

Senator Lanerr. Permission will be granted. et it in in the next 
3 or 4 days. 

(Statement was subsequently received and may be found on p. 124.) 

Mr. Smitruey. I do have a question from Mr. Haritian barber who 
is the representative of the Brotherhood of Railway Clerks. He would 
like permission to file a statement to be included in the record. 

Senator Lancer. We will give him 4 days to get it in. 

(Statement of Mr. Hartman Barber is as follows:) 


GRAND LODGE, 
BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, 
FREIGHT HANDLERS, EXPRESS AND STATION EMPLOYEES, 
Washington, D.C., April 19, 1956. 
Hon. Estes KEFAUVER, 
Chairman, Constitutional Amendments Subcommittee, 
Committee on the Judiciary, United States Senate, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR KEFAUVER: I have been informed that on April 24 your com- 
mittee will hold hearings on a proposed amendment to the Constitution, embodied 
in S: J. Res. 23, to repeal the 16th, or income-tax amendment and to limit taxes 
on income, inheritances and gifts to not more than 25 percent except in case of 
war. 

This resolution has been before the Congress for quite some time and our 
Brotherhood, in a letter to Hon. William Langer under date of April 26, 1954, 
registered its opposition to the passage of any amendment of this nature. The 
action referred to was taken pursuant to Resolution No. 231, adopted at our San 
Francisco Convention in 1951. Resolution No. 333, adopted at our Boston Con- 
vention in 1955, continued this opposition. Therefore, this organization has 
repudiated this proposed amendment on two occasions. 

We realize the tax burden is heavy but we are of the opinion that to deprive 
the Treasury of the United States of some $16 billion annually offers no solution. 
This is what the proposed amendment would do if it were ratified and became 
effective. The only alternative would be a high national sales tax with a con- 
sequence shifting of the tax burden from those best able to pay to those least 
able to pay. We are unalterably opposed to such a shift in the tax burden. 

We strongly urge you and the members of your committee to withhold approval 
of this type of legislation now and in the future. It is hoped you will have this 
communication made a part of the official hearings of your committee. 

Respectfully submitted. 

HARTMAN BARBER, 
General Representative. 

Mr. Moure. Are you going to give any length of time to extend the 
remarks? 

Senator Lancer. Not more than 4 or 5 days. Last year it was held 
up and we want to get it in the full committee and get action so we can 
have it passed by the Senate. 

Mr. Dresser. What will be the time ? 

Senator Lancer. Five days. 

Mr. Dresser. I would like to make a suggestion of an authority that 
might be of some help to the committee. 

There has been a great deal of discussion, some here and elsewhere, 
in regard to the nature of a constitutional amendment, as to whether 
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or not the government of a State has veto power, secondly whether the 
President of the United States has any power with regard to it. I 
would like to call the committee’s attention to the case of Hawke v. 
Smith (253 U.S. 221), decided in 1920, in which the court stated that 
the constitutional amendment was not legislative. Therefore the 
President had nothing whatever to do with it. It was simply a means 
provided by the Constitution for its amendment, from which it follows 
that the Government has no veto power, nor does the President. 

That I understand to be the law of the land today. 

Mr. Packarp. That has been thoroughly covered in the legal articles 
which I have filed, and published in many respected law magazines. 

Senator Lancer. I am happy we completed this hearing so promptly. 

Mr. Martin. May I make a reference to be attached to my statement 
that I have written some articles on constitutional amendments and 
their submission, the decisions of the courts on the ratification of 
amendments by the States. They are found in January and February 
1953 issues of the American Bar Association Journal and in the 

Senator Lancer. Were these included in the previous hearing ? 

Mr. Martin. No, sir, they were not. 

They are also found in—may I give Mr. Smithey that reference ! 

Senator Lancer. Yes, and we will make it part of the record. 

Mr. Martin. I will not ask that the articles themselves be carried. 

Senator Lancer. I think we will make it part of the record. 

Mr. Martin. The articles themselves? 

Senator Lanaer. Yes. 

Mr. Martin. I will send Mr. Smithey some copies. 

(The articles referred to are as follows:) 

AMERICAN Bak ASSOCIATION, 


SPECIAL COMMITTEE ON INCOME TAx AMENDMENT TO THE CONSTITUTION, 
Birmingham, Ala., April 27, 1956. 





Mr. WAYNE H. SMITHEY 
Subcommittee Counsel, 
Senate Office Building, Washington, D. C. 

Dear Mr. SmirHey: I have reviewed the articles to which I referred in my 
statement on Senate Joint Resolution 23 before the subcommittee on April 24 and 
think only one of them is pertinent to the subject: “The Amending Power: The 
Background of the Income Tax Amendment,” which appeared in the January and 
February 1953 issues of the American Bar Association Journal. Of this I am 
enclosing two copies. The other article was written with respect to House Joint 
Resolution 568, 83d Congress, 2d session, to bring to the States the power to 
amend the Constitution, and concerns only the undertaking in past history to 
amend article V of the Constitution. 5 

I appreciate your assistance with respect to the hearing on Senate Joint 
Resolution 23, and with kind regards beg to remain, 

Yours sincerely, 
Wma. LoGan MARTIN. 


THE AMENDING POWER: THE BACKGROUND OF THE INCOME Tax AMENDMENT 


By William Logan Martin, of the Alabama Bar (Birmingham) 


This is the first half of a thorough study, by the Chairman of the Asso- 
ciation’s Special Committee on Income Tax Amendment, of Article V 
of the Constitution. which provides for a aew constitutional convention 
upon application of two-thirds of the states. Twenty-eight state legis- 
latures have passed resolutions requesting such a convention in a deter- 
mined effort to place some limit on the taxing powers of Congress. Mr. 
Martin declares that the powers of such a new convention would be 
practically limitless, and that its members might rewrite the entire 
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Constitution, just as the members of the Convention of 1787 did when it 
convened to amend the Articles of Confederation. 


“Fantastic,” said a thoughtful member of the Bar, when the hope was ex- 
pressed that the next Congress would submit the amendment to the Cé mstitution 
introduced by Mr. Reed (R., Ill.) in the last Congress, limiting the power of 
Congress to tax. 

Why fantastic? There are many reasons why the amendment should be sub- 
mitted. The first is that it is necessary to preserve our liberty. Woodrow Wil- 
son said that “the history of liberty is a history of the limitation of governmental 
power, not the increase of it”. There is now no limitation on the power of Con- 
gress to tax, the most dangerous power of government. 

Other reasons are that twenty-eight states, beginning with Wyoming in 1939, 
have adopted a resolution calling on Congress to call a convention to submit the 
amendment: that the legislatures of all the states meet in 1953 except those of 
Kentucky, Louisiana and Virginia, which have heretofore adopted the resolution ; 
and that it is not unlikely that a sufficient number of other states will take action 
in 1953 to reach the two-thirds required by the Constitution. 

Article V of the Constitution provides: 

“The Congress, whenever two-thirds of both Houses shall deem it necessary, 
shall propose amendments to this Constitution, or, on the appiication of the 
Legislatures of two-thirds of the several States, shall call a convention for pro- 
posing amendments, which, in either case, shall be valid to all intents and pur- 
poses, as part of this Constitution, when ratified by the Legislatures of three- 
fourths of the several States, or by conventions in three-fourths thereof * * * 
no State without its consent, shall be deprived of its equal suffrage in the Senate.” 

Article V has been discussed many times in our history. In the constitutional 
convention of 1787 it was debated by the convention on seven separate days and 
went through seven changes before it was finally adopted. 

The Virginia resolutions, submitted by Mr. Randolph to the Convention on 
May 29, 1787, provided by No. 138, that the Articles of the Union should be 
amended when necessary, but that the assent of the national legislature ought 
not to be required thereto. On the debate on June 5, Mr. Pinckney doubted the 
propriety or necessity of adopting such a provision. Mr. Gerry said that the 
novelty and difficulty of the constitutional experiment required periodical revi- 
sion, and that the prespect of such a revision would give immediate stability to 
the new government.’ When the matter came up again, several members indi- 
cated that they did not see the necessity of the resolution at all, or the propriety 
of making the consent of the national legislature unnecessary.* Mr. Mason, the 
great states’ righter from Virginia, urged the necessity of such a provision, saying 
that the plan to be formed would certainly be defective, as the Confederation 
had been found on trial to be;* that amendments would be necessary and it 
would be better to provide for them in an easy, regular and constitutional way 
than to trust to chance and violence; that it would be improper to require the 
consent of the national legislature, because it might abuse its power and refuse 
its consent on that very account. 

With Mr. Mason’s sentiments Mr. Randolph agreed. 

The provision that the consent of Congress should not be required was post- 
poned to a later date; the principle of amendment of the articles whenever 
deemed necessary, was adopted June 11.° 

Discussing the general question of amendment on June 29, Mr. Madison ob- 
served that the difficulty of getting defects amended was great and sometimes 
insurmountable. From the lessons of history, he pointed out that the Virginia 
state government was the first set up in this country, and though its defects 
were evident to every person, it could not be amended. The Dutch had made 
several attempts to amend their system without success. The few alterations 
made in it were by tumult and faction and for the worse.’ 

The Committee of Detail reported on August 6,° Article XIX being as follows: 
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“On the application of the Legislatures of two-thirds of the States in the 
Union, for an amendment of this Constitution, the Legislature of the United 
States shall call a Convention for that purpose.” ° 

On the debate on August 30, Mr. Gouverneur Morris suggested that the legis- 
lature be left at liberty to call a convention whenever it pleased, and Article 
XIX was agreed to, no one dissenting.” 

On September 10, Mr. Gerry moved to reconsider Article XIX." It follows, 
said he, that two-thirds of the states may obtain a convention, a majority of 
which could bind the Union to innovations that might subvert the state con- 
stitutions altogether. 

Mr. Hamilton pointed out the difficulty of amending the Articles of Confedera- 
tion. It was now desirable that an easy mode be established for supplying 
defects, which would probably appear in the new system. The mode proposed 
by Article XIX was not adequate. The state legislatures would not apply for 
alterations but with a view of increasing their own powers. The national legis- 
lature would be the first to perceive and would be most sensible to the necessity 
of amendments, and ought also to be empowered whenever two-thirds of each 
branch should concur to call a convention. There would be no danger in giving 
this power, as the people would finally decide the case.” 

Mr. Madison remarked on the vagueness of the terms, “call a Convention for 
the purpose’, as sufficient reason for reconsidering Article XIX. He asked: 
How was a convention to be formed? By what rule decide? What was the 
force of its acts? 

Mr. Sherman moved an amendment authorizing Congress to propose amend- 
ments to the several states for their approbation, but no amendments should be 
binding until consented to by the states.” 

Mr. Wilson moved to insert “two-thirds of” before the words “several States”, 
which was voted down, but three-fourths was agreed to." 

Mr. Madison moved to postpone the consideration of the amended proposition 
to take up a substitute which he offered, which provided for the submission of 
amendments when two-thirds of the Congress thought necessary, or on application 
of two-thirds of the states ; to be valid when ratified by three-fourths of the states. 
The amendment was adopted 9 to 1.” 

The Committee of Style * reported Article XIX in the terms of the amendment 
proposed by Mr. Madison as amended.” It came up for consideration again on 
September 15." Mr. Sherman feared that three-fourths of the states might be 
brought to do things fatal to particular states, as abolishing them altogether or 
depriving them of their equality in the Senate. 

Mr. Mason thought the plan of amending the Constitution both exceptionable 
and dangerous. Since only Congress is ultimately to propose amendments, no 
amendments of the proper kind would ever be obtained by the people, if the gov- 
ernment should become oppressive, as he verily believed would be the case. 

Mr. Gouverneur Morris and Mr. Gerry moved to amend the article so as to 
require a convention on application of two-thirds of the states.” Mr. Madison 
said he did not see why Congress would not be as much bound to propose amend- 
ments applied for by two-thirds of the states as to call a convention on the like 
application. He saw no objection to providing for a convention for the purpose 
of amendments, except only that difficulties might arise about the form, the 
quorum, ete., which in constitutional regulations ought to be as much as possible 
avoided.” 

Mr. Gouverneur Morris again moved the amendment that no state without its 
consent shall be deprived of its equal suffrage in the Senate and Article XIX as 
thus amended was adopted in its present form. Mr. Randolph felt that amend- 
ments should be offered only by state conventions, which should be submitted 
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to and finally decided on by another general convention and so moved ; otherwise 
he could not sign the instrument.” His motion was lost.” 

It may be asked, what is the purpose of reviewing the history of the debates 
on Article V? The purpose is first, to review again the grave problems the Foun- 
ders faced in their undertaking to set up for the first time in history a govern- 
ment with limited powers extended to it by the people, and second, never to 
forget their determination that the government they set up would never be so 
powerful as to destroy its creators. One way to protect state government was 
to reserve to the states the power to begin a movement to amend the Constitution 
if Congress refused to submit amendments to impair its powers. It has been 
quoted a thousand times, but Washington’s advice in his Farewell Address is 
us sobering today as ever before, when one observes the diminishing power of the 
states during the past twenty years, due to the exercise of the taxing power 
under the Sixteenth Amendment. Washington said: 

“Toward the preservation of your Government and the permanency of your 
present happy state, it is requisite not only that you steadily discountenance 
irregular oppositions to its acknowledged authority, but also that you resist with 
care the spirit of innovation upon its principles, however specious the pretexts. 
One method of assault may be to effect in the forms of the Constitution altera- 
tions which will impair the energy of the system, and thus to undermine what 
can not be directly overthrown. * * ** 


ARTICLE V EFFECTIVE IN THE STATE CONVENTIONS 


The fear of power exercised by a strong federal government and the deter- 
mination to maintain the superior powers of the states ran through the de- 
bates of the convention. The delegates from Virginia were especially alert to 
avoid these results. It was a favorite subject also in the state conventions, and 
Article V played its part in bringing about ratification by the states. If Con- 
gress grew too powerful the states could call for another convention. 

That is the grave problem facing our country today. 


MASSACHUSETTS 


Mr. Barrell said that Congress would be vested “with more extensive powers 
than ever Great Britain exercised over us; too great in my opinion to entrust 
with any class of men, lest their talents or virtues be ever so conspicuous, even 
though composed of such exalted, amiable characters as the great Washington: 
for while we consider them as men of like passions, the same spontaneous, in- 
herent thirst for power with ourselves; great and good as they may be, when they 
enter upon this all-important charge, what security can we have that they 
will continue so?—And, were we sure they would continue the faithful guardians 
of our liberties, and prevent any infringement upon the privileges of the people— 
what assurance can we have that such men will always hold the reins of goy- 
ernment—that their successors will be such ?” * 


CONNECTICUT 


Governor Huntington pointed out what the history of man clearly shows, that 
it is dangerous to entrust the supreme power in the hands of one man. ™ 

Never before did the people in time of peace and tranquility, meet together 
by their representatives, and with calm deliberation frame for themselves a 
system of government. * 

Richard Law referred to Article V, which provides that whenever two-thirds 
of Congress, or a convention called at the instance of two-thirds of the states, 
shall propose amendments, and they shall be agreed to by three-fourths of the 
states, such amendments shall be valid as part of the Constitution: that this 
is an easy and peaceable way of amending the Constitution. ” 


NEW YORK 


Discussing the question of proposing amendments, Mr. Lansing, a member 
of the Philadelphia Convention, said that every amendment which he was 
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convinced would have a tendency to lessen the danger of invasion of civil 
liberty by the general government, would receive his sincere approbation. - 

A circular letter dated July 28, 1788, signed by George Clinton, president 
of the New York convention, set out that the convention desired nothing more 
than that the amendments proposed by New York or other states, be sub- 
mitted to the consideration and decision of a general convention so that even 
the states which may be content with every article in the Constitution, may 
ratify the same and thus gratify the reasonable desires of that numerous class 
of American citizens, who are anxious to obtain amendments of some of them. - 


PENNSYLVANIA 


The Pennsylvania delegates were concerned that the federal government would 
absorb the powers of the state governments. Mr. Wilson, one of the great 
scholars of his day, said that a legislature should be restrained, that there 
should be not only what we call a passive, but an active, power over it; for 
of all kinds of despotism, this is the most dreadful, and the most difficult to 
correct. It was his opinion that the federal government would not absorb the 
government of the individual states, because it was founded upon their ex- 
istence. After organization of the government anything essentially wrong 
could be easily amended by the mode pointed out in the system itself.” 


VIRGINIA 


In Virginia the most powerful characters arrayed themselves. On the side of 
the opposition to ratification stood Patrick Henry, John Tyler, Henry Lee of 
Bourbon, Theodorick Bland, William Grayson, James Monroe and George Mason. 
Favoring the new government were Edmund Pendleton, president of the con- 
vention, Edmund Randolph, Francis Corbin, James Madison, Henry Lee of 
Westmoreland, John Blair, George Wythe, James Ennis, and George and Wilson 
Nicholas. 

-atrick Henry,” quoting Article V, said that however uncharitable it might 
appear, he must express his opinion that the most unworthy characters might 
get into power and prevent the introduction of amendments. If these powers fall 
into unworthy hands, will they relinquish powers already in their possession, or 
agree to amendments? Should one-third of Congress be unworthy men, they may 
prevent the application for amendments.” 

Mr. Henry asks: 

“Can the annals of mankind exhibit one single example, where rulers over- 
charged with power, willingly let go the oppressed, though solicited and re- 
quested most earnestly? The application for amendments will therefore be fruit- 
less. Sometimes the oppressed have got loose by one of those bloody struggles 
that desolate a country. But a willing relinquishment of power is one of those 
things which human nature never was, nor ever will be, capable of.” * 

He quotes Montesquieu, “that sage man,” who said: 

“When you give titles of nobility, you know what you give: but when you give 
power, you know not what you give.” ™ 

Mr. Wilson Nicholas, answering Mr. Henry, pointed out that had the question 
of amendments rested solely with Congress there might have been danger; but 
there was another mode provided besides that which originates with Congress: 
that “On the application of the legislatures of two-thirds of the several states, a 
convention is to be called to propose amendments, which shall be a part of the 
constitution,” when ratified as provided therein; that it was natural to conclude 
that these states which would apply for calling the convention, would concur in 
the ratification of the proposed amendments.” 

Mr. Corbin observed that liberty is secured by the limitation of the powers of 
government, which are clearly and unequivocally defined, and which are to be 
exercised by our own representatives freely chosen; that he considers all the 
powers of the system necessary, and only given to avoid great evils, and if this 
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conclusion be well founded, he asks if public liberty is not secured by bars and 
adamantine bolts—secured by the strongest guards and checks which human 
ingenuity can invent.” 

Mr. Madison said that amendments “can be proposed when the legislatures of 
two-thirds of the states shall make application for that purpose, and the legis 
latures of three-fourths of the states or conventions in the same, can fix the 
amendments so proposed.” ™ 

Mr. Innis said that “if two-thirds of the states think amendments necessary, 
Congress are obliged to call a convention to propose amendments, which are to be 
submitted to the legislatures. * * *”™ 


NORTH CAROLINA 


Mr. Iredell pointed out that if Congress does not deem amendments necessary, 
and yet they be generally wished for by the people, “two-thirds of the legislatures 
of the different states may require a general convention for the purpose, in which 
case congress are under the necessity of convening one. * * *” ” 

In answer to a statement of Mr. Bass that it was very plain that the intrdouc- 
tion of amendments depended altogether on Congress, Mr. Iredell replied that “it 
was very evident that it did not depend on the will of congress: for that the leg- 
islatures of three-fourths [sic] of the states were authorized to make application 
for calling a convention to propose amendments, and on such application, it is 
provided that congress shall call such convention, so that they will have no 
option.” *” 

Mr. Davie said that two-thirds of the legislatures of the states may require 
Congress to call a convention to propose amendments, or the same proportion of 
both houses may propose them.” 


THE FEDERALIST 


Hamilton wrote in No. 85 of the Federalist“ that Congress, “whenever nine 
States concur, will have no option * * * the Congress will be obliged “on the 
application of the legislatures of two-thirds of the States * * * to call a con- 
vention for proposing amendments”. * * * The words of this article are peremp- 


tory. The Congress ‘shall call a convention.’ Nothing in this particular is left 
to the discretion of that body.” 

In the Federalist (No. 48) written by Madison, the author said: 

“* * * Tt was requisite, therefore, that a mode for introducing them [amend- 
ments] should be provided. The mode preferred by the convention seems to be 
stamped with every mark of propriety. It guards equally against that extreme 
facility, which would render the Constitution too mutable; and that extreme 
difficulty, which might perpetuate its discovered faults. It, moreover, equally en- 
ables the general and the State governments to originate the amendment of errors, 
as they may be pointed out by the experience on one side, or on the other. * * *”“ 

The power of a state to call on Congress for a convention was first availed of by 
Virginia on November 14, 1788, in its call for a general convention to consider the 
suggestions made by the several state conventions." 

Mr. Bland, of Virginia, on May 5, 1789, moved to refer the Virginia resolution 
to the Committee of the Whole House.” 

Mr. Madison said that he “doubted the propriety of committing it, because it 
would seem to imply that the House had a right to deliberate upon the subject. 
This, he believed, was not the case until two-thirds [sic] of the State Legislatures 
concurred in such application, and then it is out of the power of Congress to de- 
cline complying, the words of the Constitution being express and positive relative 
to the agency Congress may have in case of applications of this nature * * *.” - 
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Upon reading Article V, Mr. Madison said that “it must appear, that Congress 
have no deliberative power on this occasion. The most respectful and Constitu- 
tional mode of performing our duty will be, to let it be entered on the minutes, and 
remain upon the files of the House until similar applications come to hand from 
two-thirds [sic] of the States.” “ 

Mr. Boudinot (New Jersey) was convinced that it was improper to commit 
the Virginia resolution. He asked for what purpose could it be done? What 
could the committee report? 

“* * * Now, in this case, there is nothing left for us to do, but to call one 
when two-thirds [sic] of the State Legislatures apply for that purpose * * *.”* 

Mr. Huntington (Connecticut) said that there would be an evident impropriety 
in committing the resolution because it would argue a right in the House to de- 
liberate, and, consequently, a power to procrastinate the measure applied for. 
Mr. Tucker (South Carolina) said that if two-thirds of the states had applied, 
it precluded deliberation on the part of the House. ” 

Mr. Page (Virginia) agreed that the best way to handle the application was 
to enter it at large upon the Journals, and do the same by all that came in, until 
sufficient were made to obtain the object, and let the original be deposited in the 
archives of Congress, in which Mr. Bland acquisced. ™ 

Later interpretations of Article V do not vary from that put on it by Mr. 
Madison. Mr. Jackson (Georgia) said in 1802 that on the application of two- 


thirds of the states “a convention shall be called, who are to propose amend- 
ae ee" 


CONGRESS MUST ACT UPON THLE CALL BY TILE STATES 


We have seen that Congress has no deliberative power with respect to the 
call by two-thirds of the states for a convention. We have found no dissent 
from the position taken by James Madison in the First Congress—that if two- 
thirds of the states call for a convention “it is out of the power of Congress to 
decline compying * * *.”™ 


During our entire history it has been assumed that if two-thirds of the states 
call on Congress to call a convention, it will be the duty of Congress to issue the 
eall; otherwise, the constitutional requirement will be violated, with such results 
as cannot be foretold. 

How will the convention be called? We recur to the difficulties foreseen by 
Madison, which he feared would arise about the form, the quorum, the rules gov- 
erning the convention and the force of its acts. 

The power of the states to call on Congress to call a convention proved to be 
a strong argument for ratification in the state conventions. Reference was made 
to the “easy and peaceable” way of amending the Constitution.” It was observed 
that Congress “are obligated” to call a convention; ™ that two-thirds of the states 
may “require” a general convention™ and Congress is “under the necessity of 


convening one”.” Congress “will have no option * * * will be obliged * * * to 
call a convention * * *. The words of this Article [V] are peremptory.” ™ 
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Orfield, in an article which appeared in the Minnesota Law Review ™ raises 
many interesting questions. When and where would the convention meet?” 
How would the delegates be selected? Would Congress leave their selection to 
the states? Would they represent the states or the people in the aggregate? 
Would the call be addressed to the states, as in 1786 and 1787?" Would the 
votes be by states, as in 1787? 

To what nature of control would the convention be subject, if any? 

Would Congress regulate all these matters? Would the convention be justified 
in writing a new Constitution superseding the present one? 

Mr. Platz also propounds a number of questions: What would be the size of 
the convention? Shall representation be by states or according to population? 
Shall it have forty-eight delegates, or shall it be a huge body, like a party nomi- 
nating convention? Would the convention be bound to consider only amendments 
applied for by the states? If the convention could propose a new constitution 
and not merely amendments, would not Article V so state, without leaving the 
matter to inference? 

He concludes : 

Only a simple majority is required in each house to call a convention. 

The election or appointment of delegates must be left to the states, so long as 
there is no federal election machinery. 

The convention of 1787 was an appointed body; a constitutional convention 
must be a deliberative body, but beyond that it cannot be accurately described. 

The convention ought to be independent of Congress, whose powers it may 
find necessary to alter. The provision for amendments was made intentionally 
to avoid complete control of the amending process by Congress. Congress may 
propose amendments, and, by reference, the convention may propose other amend- 
ments. 

SHALL WE HAVE ANOTHER WASHINGTON, FRANLIN, MADISON ? 


Upon the presentation by Mr. Madison of the amendments proposed in the First 
Congress, there was objection to immediate consideration. Upon the debate 
Mr. Page (Virginia) expressed the view that it was vain to expect Congress to 
proceed to their consideration. He said: 

* * * T should begin to turn my attention to the alternative contained in the 
fifth article, and think of joining the Legislatures of those States which have 
applied for calling a new convention. How dangerous such an expedient would 
be I need not mention; but I venture to affirm, that unless you take early notice 
of this subject, you will not have power to deliberate. The people will clamor 
for a new convention; they will not trust the House any longer. Those, there- 
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Confederation. See 32 Journals of the Continental Congress 73-4 (1787). 

6&2 Platz, ‘“‘Article Five of the Federal Constitution,’’ 3 Geo. Wash. L. Rey. 17 (1984). 
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fore, who dread the assembling of a convention, will do well to acquiesce in the 
present motion, and lay the foundation of a most important work * * *.% 

Mr. Madison, discussing the possibility of another convention upon the call of 
two-thirds the the states, said: 

“* * * T should be unwilling to see a door opened for a reconsideration of the 
whole structure of the Government—for a reconsideration of the principles and 
the substance of the powers given; because I doubt, if such a door were opened, 
we should be very likely to stop at that point which would be safe to the Govern- 
ment itself * * *”"* 

In a letter dated November 2, 1788, written by Madison from New York, to G. L. 
Turberville, the writer pointed out that if a general convention were to take place 
for the avowed and sole purpose of revising the Constitution, it would naturally 
consider itself as having a greater latitude than the Congress appointed to admin- 
ister and support as well as to amend the system; it would consequently give 
greater agitation to the public mind and election into it would be courted by the 
most violent partisans on both sides; it would probably consist of the most heter- 
ogeneous characters; it would be the very focus of that flame which had already 
too much heated men of all parties; it would no doubt contain individuals of in- 
sidious views, who under the mask of seeking alterations popular in some parts 
but inadmissible in other parts of the Union might have a dangerous opportunity 
of sapping the very foundation of the fabric. Under all these circumstances it 
Seemed scarcely to be presumable that the deliberations of the body could be con- 
ducted in harmony, and terminate in the general good. Having witnessed the 
difficulties and dangers experienced by the first convention, which assembled 
under very propitious circumstances, he would tremble for the result of a second, 
meeting in the existing temper of America and under all the disadvantages he had 
mentioned.” 

A month or so later Mr. Madison pointed out in a letter to Mr. Jefferson, dated 
Philadelphia, December 8, 1788, that : 

“* * * The friends of the Constitution * * * are generally agreed that the 
System should be revised. But they wish the revisal to be carried no farther than 
to supply additional guards for liberty, without abridging the sum of power trans- 
ferred from the States to the general Government or altering previous to trial, the 
particular structure of the latter and are fixed in opposition to the risk of another 
Convention whilst the purpose can be as well answered, by the other mode pro- 
vided for introducing amendments. Those who have opposed the Constitution, 
ave on the other hand, zealous for a second Convention, and for a revisal which 
may either not be restrained at all, or extend at least as far as alterations have 
been proposed by any State. * * * It is equally certain that there are others who 
ureg a second Convention with the insidious hope, of throwing all things into 
Confusion and of subverting the fabric just established, if not the Union 
itself. * * *”® 

Mr. Gerry (Massachusetts) who had participated in the debates in the Conven- 
tion of 1787 (supra, pages 19 and 20) opposed in the House the early considera- 
tion of amendments saying: 

“* * * The truth is, it [the Constitution] partakes of humanity: in it is blended 
virtue and vice, errors and excellence. But I think if it is referred to a new con- 
vention, we run the risk of losing some of its best properties; this is a case I 
never wish to see. * * ** 

Mr. Lincoln, standing in the shadow of war, had a different view. In his first 
inaugural address he said that whenever the people grow weary of their existing 
government, they can exercise their constitutional right of amending it or their 
revolutionary right to dismember or overthrow it. Discussing the two methods 
of amending the Constitution, he said that to him: 

“* * * the convention mode seems preferable, in that it allows amendments to 
originate with the people themselves, instead of only permitting them to take or 
reject propositions originated by others, not especially chosen for the purpose, 
and which might not be precisely such as they would wish to either accept or 
refuse. * * *”® 

George Tickner Curtis, in his Constitutional History, feared another conven- 
tion.” Hesaid: 





6&1 Annals of Cong. 429 (1789). 

*1d. at 433. 

© Hunt, op. cit. 299-300. 

61d. at 311-312. 

* 1 Annals of Cong. 445 (1789). 

* 7 Messages and Papers of the Presidents 3211. 

1 Curtis, Constitutional History of the United States 615 (1897). 
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“* * * It was a rare combination of circumstances that gave to the first 
national Convention its success. The war of the Revolution, and the exigencies 
which it caused, had produced a class of men possessing an influence, as well 
as qualifications for the duty assigned to them, that would not be likely to be 
again witnessed. Of these men Washington was the head: and no second Wash 
ington could be looked for. The peculiar crisis, too, occasioned by the total fail- 
ure of the Confederation, notwithstanding the apparent fitness and actual ne 
cessity of that government at the time of its formation, could never occur again 
* * * [the thirteen states] dated their settlement and their existence as po- 
litical communities from about the same period, and all had passed through the 
same revolutionary history. But the number of states was evidently destined 
to be greatly increased, and the new members of the Union would also be likely 
to be somewhat different in character from the old states. It was not probable, 
therefore, that the time would ever arrive when the people of the United States 
would feel that another national convention, for the purpose of acting on the na- 
tional Constitution would be safe or practicable. Still, it would not have been 
proper to have excluded the possibility of a resort to this method of amend 
ment; since the national legislature might itself be interested to perpetuate 
abuses springing from defects in the Constitution, and to incur the hazards at 
tending a convention might become a far less evil than the continuance of 
such abuses, or the failure to make the necessary reforms.” 

In 1865 Reverdy Johnson (Maryland), one of the great lawyers of our country, 
asked in the Senate, if upon application of the legislatures of two thirds of the 
several states, Congress has anything to do with it? 

“All will admit that their single duty then is—an imperative duty—to call a 
convention. So that the whole object of the clause, as it seems to me, is merely 
to begin a mode by which the people shall have an opportunity of deciding 
whether the Constitution shall be amended or not * * *.” 

Sixty-four years later the legislature of Wisconsin called on Congress under 
Article V to call a general convention, saving : 

“* * * this article makes it mandatory upon the Congress * * * to call a 
convention for the purpose of proposing amendments to the Constitution when 
ever two thirds of the States shall have made application therefor; * * *”°” 


SHALL THIS NATION CONTINUE AS A REPUBLIC? 


Greater problems would face a convention today. Senator Heyburn (Idaho) 
had doubtless given as much thought to this question as any other public figure 
in our history. In debating in 1910 the application of the states for a conven- 
tion to submit an amendment for the direct election of senators,” he expressed 
astonishment at the support of this measure by some of the smaller states; he 
wondered if their representatives had considered the possibility of surrendering 
their representation in the Senate under a system based as in the House, in 
proportion to popuiation?- When the people meet in a constitutional conven- 
tion they can and they will provide that the states shall be represented in the 
Senate according to their population. The restriction that insures equal repre- 
sentation in the Senate would be wiped out. If the change were brought about, 
three or four states would control the United States Senate. The membership 
in a convention, he said, would be in proportion to the population of the states 
and control would be held by not more than six states.” 

Do we desire in this age [1911], he asked, that ninety million people should 
undertake in a convention to make a new organic law? He did not believe that 
any nation on earth with more than five million people could make a constitution 
today, with all the conflicting interests of this day and age, with all the sectional 
interests, the individual and class interests. There are the race question, the 
labor question and the great moral questions before the country. There would 
he men who want to put into the Constitution the recognition of these radical 
demands that give one man in court one right and deprive another man of that 
right: that will authorize the court to afford relief to one man and deny it to 
another. 
7™ 67 Cong. Globe 631 (1865). 

71 Resolution of Wisconsin. 71 Cong. Rec. 3369 (1929) 
7245 Cong. Ree. 8041 (1910). 
73 The total population today is 151,600,000. The population of 10 states would control 


New York, California, Pennsylvania, Tlinois, Ohio, Texas, Michigan, New Jersey and 
Massachusetts. Their combined population is 75,784,671 
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If anything ever came out of such a convention, Senator Heyburn continued, 
there would be “crystallized in the organic law of the land every viscous piece 
of proposed legislation we have had to fight down all these years to maintain our 
civilization * * * .”™ 

What senator, he asks, would be willing to open the doors of a convention for 
the purpose and with the power of making an entirely new constitution? A 
constitutional convention is without limit as to its powers; when the people of 
the United States meet again for the purpose of making an organic law, the 
prohibition that no amendment can be made to the Constitution until it has been 
ratified by three fourths of the states, is at an end. The government is being 
reborn. 

When a convention meets it is all the people. It is the same people who made 
the original Constitution. It is a town meeting of the nation. There is no power 
on earth greater than the will of that body. They are greater than the Consti- 
tution and they can repeal every section of it, because they are the peers of the 
people who made it. A convention can adopt a constitution that is different in 
every respect and principle or in detail if it wants to. When the convention 
has signed its work, the old Constitution with all its restrictions is gone. 

“There will never be a time when it will be a safe thing for the American people 
to open the doors of a constitutional convention. * * * It is easy enough in the 
formative period of a nation for those who have got to provide themselves with 
that which they need; but we have a Government now representing a variety of 
ideas and of people, and all of those questions would have to be settled in a con- 
vention. * * ** 

“When the States are calling for a constitutional convention they know not 
what they are doing. They know not the dangers that would confront them under 
such circumstances. It ought to be the wish and the hope of every patriotic 
American citizen that we would neevr again meet to make a constitution.” “ 


This is the concluding half of Mr. Martin’s thesis on Article V of the 
Constitution. In the January issue of the Journal, he discussed the 
history and purposes of the amending article of the Constitution, trac- 
ing it from the Constitutional Convention through the ratifying conven- 
tions of the original Thirteen States. In this issue, he concludes his 
study, discussing the history of the amending power since 1789. As we 
pointed out in the January issue, Mr. Martin’s essay centers about the 
clause in Article V which provides for a new constitutional convention 
upon application by the legislatures of two-thirds of the states, and 
was written because a second Constitutional Convention, with all the 
danger to our present structure of Government that that would involve, 
has become a distinct possibility in view of the action of twenty-eight 
states calling for such a convention to limit the taxing powers of Con- 
gress. This is one of the strong arguments for adoption of the Reed- 
Dirksen Amendment, endorsed by the House of Delegates at its meeting 
in Chicago a year ago this month. 


Since 1789, the states have applied sixty-four times to Congress to call a 
convention. Is an application defective which seeks the submission of a specific 
amendment, as for example, the direct election of senators? Must an application 
merely seek a convention at the hands of Congress, as that of Virginia in 1789? 

Prior to 1914, thirty-six states had filed applications with Congress to call a 
convention.” 

The subjects are numerous. There were resolutions by single states concerning 
the tariff,” limiting the power of a district judge to declare a state statute un- 
constitutional,” and control of trusts.” nif. f 

Six states applied for a general convention, without specifying the subject. 
Twelve states called for a general convention, including the direct election of 
senators. Twenty-nine called for a convention to submit an amendment for the 
direct election of senators. This movement began in 1891 by an application from 

7% 46 Cong. Rec. 2772 (1911). 

7 Ibid. 

7% 47 Cong. Rec. 1741 (1911). 

71 Annals of Cong. 248 (1789). 

78 Sen. Doc. No. 78, Tist Cong., 2d Sess. 

7 Alabama, 1833. 

8 Missouri, 50 Cong. Rec. 1796 (1913). 

81 Jllinois, 1911. Sen. Doc. No. 78, supra. 
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Oregon.” Until passed in 1912 it was before the House and Senate during every 
session of Congress, beginning in 1893. The House passed it in 1893, 1894, 1898 
and 1900." 

At this time only two states had called on Congress to call a convention. The 
legislature of Pennsylvania, recognizing the difficulty of securing the submission 
of the amendment by Congress, asked that a committee of five members from the 
Pennsylvania legislature be appointed to confer with the legislatures of other 
states with the view of bringing about the submission of the amendment.“ The 
House continued to pass the resolution in 1902, 1911 and 1912." 

During the same period the ameudment was being debated in the Senate but it 
never reached a vote until, after extensive debate in 1911, it was defeated.” It 
was finally passed by the Senate on Jume 12, 1911, with an amendment, and after 
the Senate insisted on its position on April 23, 1912, the House concurred in the 
amendment on May 13, 1912." 

It was in 1909 that S. R. 40, the income tax amendment, was first presented.“ 
To speed the passage of the amendment for the direct election of senators, Sena- 
tor Bristow (Kan.) proposed that the latter amendment be added to the income 
tax amendment,” but the motion was ruled out of order.” There was aiso an 
attempt made in both Houses to have the amendment submitted to conventions 
instead of to the legislatures. The proposal of Senator Bailey (Tex.) was de- 
feated and that of Representative Henry ( Tex.) ruled out of order.’ There was 
scant debate on the amendment itself.” 

Early in 1930 Senator Tydings (Md.) asked consent to have printed Senate 
Document No. 78, being a compilation of all applications of various state govern- 


8223 Cong. Rec. 67 (1891). The following Table A based on Sen. Doc. 78 supra, shows 
the number of resolutions adopted and Table B the states adopting the resolution more 
than once: 


A. B. 

No. of No. of 

Year: Resolutions State: Times 
is. betes) Ataais eidadeln ds Ace 1 I ei cakinin elt ei P 3 detec 2 
cet ica te ho eee 1 NSS EE eee a PE ED 2 
Bs car tiiascitiiccndiptateicbain’ daatigicieine a3 16 a 2 
| ALA ea 1 cals sd plated dedi ods lve ncn estaeeaiie 3 
is the is Oke ek on 2 Te 10 Se aa aes ee ce eee aod 3 
a 1 cate al SE ee 2 
Te a oe ogee 3 Missouri_...... ic atlantis es nepcelhcd ideas eneenigetande tnseeion 2 
es tes ee Te Le 11 NI heures ie eine 4 
oti eee ead aes Te et et 1 NIRS cs oc dnscrabcnshnd sictdaais cha ed ki bates 4 
Re tik ie ae 4 oe dinate Ati ra: ladies 3 
Pao piatca escent 3 North Carolina______ ~~ - eo Z 
Ns esc 2 Oregon__—-~ ledenietlateta 7 Sd aioe 5 
South Dakota____-_~. nicest nk bang deniks 3 
Nd eee 2 
TO III vaccines eneneinseen « 


The total number of states adopting the resolution was twenty-nine. 

8324 Cong. Rec. 617 (1893), 26 Cong. Rec. 7782 (1894), 31 Cong. Rec. 4825 (1898), 
33 Cong. Rec. 4128 (1900). 

* 33 Cong. Ree. 4110 (1900). 

8 35 Cong. Ree. 1722 (1902), 47 Cong. Rec. 242 (1911), 48 Cong. Rec. 6367 (1912). 

8 46 Cong. Rec. 3639 (1911). 

8 47 Cong. Rec. 1925 (1911), 48 Cong. Rec. 5172 (1912), 48 Cong. Rec. 6367 (1912). 

44 Cong. Rec. 1620 (1909). The income tax amendment had been first introduced in 
1900. 33 Cong. Rec. 6121 (1900). 

8° 44 Cong. Rec. 4105 (1909). 

“Id. at 4119. 

% Td. at 4108 et seq., 4438. 

® The Committee on Finance of the Senate had on June 28. 1909. reported S. J. R. 40, 
the income tax amendment, 44 Cong. Rec. 3900 (1909). On Saturday, July 3, 1909, 
Senator Brown (Neb.) asked unanimous consent that a vote be taken at 1: 00 o’clock before 
the tariff bill reached the Senate. There being objection, the hour was fixed at 1:00 
o’clock on Monday, July 5, and after less than three hours’ debate, S. J. R. 40 was passed 
by a vote of 77 to 0. Id. at 4105-4121. 

The amendment was reported in the House by the Committee on Ways and Means on 
July 12. Id. at 4390. Mr. Payne (N. Y.), after the House had convened at 12: 00 o'clock 
asked that it be called for immediate consideration and vote. <A vote at 4: 00 o’clock was 
agreed to. Ibid. The Democrats were allowed two hours for debate and the Republicans 
one and one-half hours. In addition to the matter of submitting the amendment to a con- 
vention instead of to the legislature, several other matters arose on debate: (1) an income 
tax should be imposed only in time of war, (2) such a tax tends to make a nation of liars 
and is most difficult of enforcement, (3) five states would provide nine-tenths of the tax, 
(4) a vast centralized government in Washington would devour the states and the liberty 
of the individual, (5) the effort was not primarily to raise money but to regulate the citi- 
zen, (6) an ideal condition was being created for corruption and for the political Jack Cade 
of the future to levy blackmail, (7) the tax was necessary to perpetuate the protective 
tariff system. Id. at 4390-1, 4398. The amendment was passed by a vote of 318 to 14. 
Id. at 4440. 
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ments for amendments to the Constitution. Considerable interest was provoked 
in this method.” The New York State Bar Association referred to a special 
committee H. J. R. 396 by Mr. Thatcher (Ga.), providing a method of amending 
the Constitution.” 

The committee, with Henry W. Taft, Chairman, examined the prior applica- 
tions of the several states to Congress to call a convention. It noted that many 
years had elapsed since a number of the resolutions had been filed with Congress. 
that a number called for a convention to adopt specific amendments, one of which 
Congress submitted, and a very few merely called on Congress to call a conven- 
tion. The committee reached the conclusion that Article V had not been com- 
plied with, as the required two thirds of the states had not filed petitions which 
were kept in effect requesting such a call.” 


ARTICLE V IS THE ONLY REMEDY TO CURB POWERS OF CONGRESS 


Thus the matter marked time until the introduction of an amendment in Con- 
gress by Mr. Celler (N. Y.) to submit an amendment to the states ™ limiting its 
taxing powers. Congress indicated little if any interest in this proposal. The 
event foreseen by George Mason was present. Congress had grown so powerful 
and with unconstitutional spending that the method perfected on September 15, 
1787, remained as the last bulwark, if state government were to be preserved. 
Eighty years ago Mr. Woodbridge (Vt.) pointed out in the House that whenever 
experience might show that too great or dangerous powers have been granted to 
the general government, then, on the application of the legislatures of two-thirds 
of the several states, Congress should call a convention for proposing amend- 
ments. Herein, he said, one sees the honesty and wisdom of the framers of our 
Constitution in making so judicious and perfect an adjustment that neither can 
the general government usurp powers dangerous to the liberties of the people 
nor can the states retain powers which endanger the safety of the republic.” 

The states turned to Article V. Wyoming was the first to apply to Congress 
to call a convention for the purpose of submitting an amendment to limit the 
power to tax to 25 per cent. This form was not used after 1943. Beginning in 
1941, twelve states adopted a different form, which limited inheritance and gift 
taxes as weil as income taxes to 25 per cent and authorized the suspension of the 
limitation in time of war in which the United States is engaged and which creates 
a grave national emergency. Still a third form was adopted by New Jersey in 
1944 and followed by Montana and Nevada in 1951, limiting the maximum aggre- 
gate rate of all taxes, duties and excises to 25 per cent, but providing for its 
suspension in time of like grave national emergency.” H. J. R. 323, the resolution 
now pending in Congress, is different in one particular from all prior state reso- 
lutions, in that in H. J. R. 323 Congress muy by vote of three-fourths of all its 
members increase the 25 per cent limitation to 40 per cent for periods not ex- 
ceeding one year. It also differs from the three prior resolutions of the states 
in that only the states have the power to impose inheritance and gift taxes.” 

Seven states have sought to rescind their action. These are: Alabama, Arkan- 
sas, Illinois, Iowa, Kentucky, Rhode Island and Wisconsin?” 

To date twenty-eight states have adopted the resolution,” which is within four 
of the required thirty-two, including the several states that have since sought to 
rescind their earlier action of approval. This action is subject to the scrutiny 
of Congress and if the same rule applies to a resolution as has been held by 
Congress, the courts and constitutional writers to apply to an amendment, Con- 
gress may regard the attempted rescission as a nullity."” When four more states 
shall have adopted the resolution Congress must determine the question whether 
it is required to call a convention. In 1953 ail the states have legislatures meet- 





* 71 Cong. Rec. 2813 (1930). 

% 72 Cong. Rec. 12693 (1930). 

© 74 Cong. Rec. 2924 et seq. (1931). 

*% 83 Cong. Rec. 9505 (1938). 

* 67 Cong. Globe 243 (1865). 

* Joint Committee Print, 82 Cong. 2d Sess., Constitutional Limitation on Federal In- 
come, Estate and Gift Tax Rates, printed for the use of the Joint Committee on the Eco- 
ae Report and the Select Committee on Small Business of the House, pages 40-42. 

Id. at 43. 

100 Td. at 40. 

101 Alabama, Arkansas, Delaware, Florida, Georgia, Illinois, Indiana, Iowa, Kansas, 
Kentucky, Louisiana, Maine, Massachusetts, Michigan, Mississippi, Montana, Nebraska, 
Nevada, New Hampshire, New Jersey. New Mexico, Pennsylvania, Rhode Island, Texas, 
Utah, Virginia, Wisconsin and Wyoming. 

2 Infra, p. 41 et seq. 
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ing except three, and it is reasonable to assume that the number of thirty-two 
states, or two-thirds required under the Constitution, will be exceeded. 

Few people in this country were concerned with the tenets of the Communist 
Party at the time this movement began in Wyoming in 1989. The Communist 
platform includes the following as two steps necessary before the proletariat 
takes over: 

1. A heavy progressive or graduated income tax. 

2. Abolition of all right of inheritance. 


RATIFICATION OF AMENDMENTS IS NOT SUBJECT TO JUDICIAL SCRUTINY 


There have been few cases in the courts on the question of the ratification of 
constitutional amendments and none with respect to action by the states to 
require Congress to call a convention. The first case under the first head is that 
of Luther v. Borden et al., 48 U. S. 1 (1849). It raised the question whether a 
new constitution of Rhode Island had been adopted by the people. The Court 
said that in forming the constitutions of the different states, after the Declaration 
of Independence, and the various changes and alterations which had since been 
made, the political department has always determined whether the proposed 
constitution or amendment was ratified or not by the people of the state, and the 
judicial power has followed its decision; that courts have uniformly held that 
the inquiry proposed to be made belonged to the political power and not to the 
judicial, and when that decision was made, the judicial department would be 
bound to take notice of it as the paramount law of the state. 

In United States ex. rel. Widenmann y. Colby, Secretary of State, 265 Fed. 998 
(1920), petitioner sought a writ of mandamus against Robert Lansing as Secre- 
tary of State, requiring him to cancel the proclamation and certificate heretofore 
issued with respect to the ratification of the Eighteenth Amendment. As soon 
as he had received the notices in due form from thirty-six states that the amend- 
ment had been adopted, he was obliged, under the pertinent statute, said the 
court, to issue his proclamation.” The acting secretary, Frank L. Polk, had no 
authority to look behind the notices. It is the approval of the requisite number 
of states, not the proclamation, that gives vitality to the amendment, and 
makes it a part of the supreme law of the land. The Supreme Court affirmed the 
judgment of the court below.™ 

In Leser v. Garnett, 258 U. S. 1380 (1922), the proclamation by the Secretary 
of State certified that from official documents on file in that department it ap- 
peared that the proposed amendment had been ratified by the legislatures of 
thirty-six states and that it had become valid to all intents and purposes as a part 
of the Constitution. The Court held that as the legislatures of Tennessee and 
West Virginia, the legislative procedure of which Maryland questioned, had power 
to adopt the resolutions of ratification, official notice to the Secretary of State, 
duly authenticated, that they had done so was conclusive upon him, and, being 
certified to by his proclamation, was conclusive upon the courts. 

In Wise v. Chandler, 270 Ky. 1, 108 S. W. 2d 1024 (1937), suit was filed to enjoin 
the governor and other defendants from certifying to the Secretary of State of the 
United States and other federal officials, copies of a resolution adopted by the 
general assembly of Kentucky in 1937, purporting to ratify the Child Labor 
Amendment. The Kentucky court held that where the proposed amendment has 
been rejected by a vote of one-fourth of the states, a state which has rejected it 
may not change its position, even if it might change its position while the amend- 
ment is still before the people; that once a state has ratified or rejected a pro- 
posed amendment, it has exhausted its power further to consider the question 
without resubmission by Congress; that the amendment was no longer pending, 
having been rejected by one-fourth of the states. 

When this case reached the Supreme Court of the United States, that Court 
held that no justifiable controversy existed for the reason that the governor 
had forwarded a certification to the federal Secretary of State after the begin- 
ning of the suit and after a restraining order and summons had been issued, but 
before actual service and without knowledge of the pendency of the proceeding, 
thus leaving no controversy susceptible of judicial determination. 


10231 USCA § 106b now imposes the duty on the Administrator of General Services. 
1% 257 U. S. 619 (1921). 
105 307 U. S. 474 (1939). 
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Coleman v. Miller, Secretary of the Senate of the State of Kansas, 307 U. S. 
433 (1989). In 1924 the legislature of Kansas rejected the proposed Child Labor 
Amendment and a certified copy of the resolution was sent to the Secretary of 
State of the United States. In 1937 Kansas ratified the amendment. A majority 
of the Senate and three members of the House filed a petition for mandamus to 
compel the secretary of the Senate to erase an endorsement on the resolution to 
the effect that it had been adopted by the Senate and to endorse thereon the 
words “was not passed”; and to restrain the officers of the Senate and House 
from signing the resolution and the Secretary of State of Kansas from authenti- 
cating it and delivering it to the governor. The writ was denied. 

The Court held that the efficacy of ratification of the amendment by a state 
legislature which had previously rejected the proposal, was a question for the 
political departments, with the ultimate authority in Congress in the exercise 
of its control over the promulgation of the adoption of an amendment; that the 
Court had no power to restrain state officers from certifying the ratification by 
Kansas to the federal Secretary of State because of an earlier rejection, and 
thus prevent the question from coming before the political department; that 
Congress in controlling the promulgation of the adoption of a constitutional 
amendment has the final determination of the question whether by lapse of time 
its proposal of the amendment had lost its vitality before being adopted by the 
requisite number of legislatures; that in determining whether a question falls 
within the category of questions deemed to be political and not justiciable, the 
appropriateness under our system of government of attributing finality to the 
action of the political departments and also the lack of satisfactory criteria for 
a judicial determination, are dominant considerations. 

In a concurring opinion, in which Justics Roberts, Frankfurter and Douglas 
joined, Mr. Justice Black pointed out that the Court’s opinion declares that 
Congress has the exclusive power to decide the “political questions’ whether 
a state whose legislature has once acted upon a proposed amendment may sub- 
sequently reverse its position, and whether, in the circumstances of such a case 
as this, an amendment is dead because an “unreasonable” time has elapsed. No 
such division between the political and judicial branches of the Government is 
made by Article V, which grants to Congress alone power over the amending 
of the Constitution. Undivided control of that process has been given by Article 
V exclusively and completely to Congress. The process itself is “political” in 
its entirety, fron: submission until an amendment becomes part of the Constitu- 
tion, and is not subject to judicial guidance, control or interference at any point. 
If congressional determination that an amendment has been completed and be- 
come a part of the Constitution is final and removed from examination by the 
courts, as the Court’s present opinion recognizes, surely the steps leading to 
that condition must be subject to the scrutiny, control and appraisal of none 
save the Congress, the body having exclusive power to make that having exclu- 
sive power to make that final determination. 

Congress, possessing exclusive power over the amending process, cannot be 
bound by and is under no duty to accept the pronouncements upon that exclusive 
power by the Supreme Court or by the Kansas courts. Neither state nor federal 
courts can review that power. Therefore, any judicial expression amounting 
to more than mere acknowledgment of exclusive congressional power over the 
political process of amendment is a mere admonition to the Congress in the nature 
of an advisory opinion, given wholly without constitutional authority. 

Mr. Justice Butler in his dissenting opinion said that since the Court in the 
ease of Dillon v. Gloss*® had directly decided upon the reasonableness of the 
seven years fixed by Congress for the consideration of the prohibition amend- 
ment, the Court ought not now, without hearing argument upon the point, to hold 
itself to lack power to decide whether more than thirteen years between proposal 
by Congress and attempted ratification by Kansas was reasonable. 


MEMBERS OF CONGRESS TAKE THE SAME POSITION 


Discussing the attempt of Ohio to withdraw its assent to the Fourteenth 
Amendment, Senator Charles Sumner (Mass.) expressed the view that there is 
no provision in the Constitution for any withdrawal of any assent which a state 
has once given to a constitutional amendment. The assent of a state once given 


106 256 U. S. 368 (1921). 
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is final, and it can no more withdraw its assent than it can withdraw from the 
Union. 

Two years later the atempt of New York to rescind its action in ratifying the 
Fifteenth Amendment was before the Senate. Senator Conkling (N. Y.) said 
that if at any time the right exists to undo, or revoke or rescind the ratification 
of a constitutional amendment, it must be found in the Constitution itself either 
expressly laid down, or resulting necessarily from words which are laid down. 
That it is not in the former we know, that it is in the spirit cannot be proved, and, 
therefore, that it can be found in either, is legally untrue. It follows that the 
right to retract did not depend on the diligence of its exercise for it was wanting 
from the beginning.” All the states cannot together at any stage aid or permit 
a single repenting state to revoke its ratification. No state can of itself prevent 
an alteration of the Constituion, nor can it even avert from itself the action of 
alterations which the other states may sanction.” 

The only act allowed by the Constitution is ratification. To do or not to do 
this act is the whole latitude. A refusal to ratify is only an omission to ratify. 
No matter what the form may be, the sole alternatives are ratification or omitting 
to ratify. A legislature can do nothing more. 
stitutional amendments are different proceedings. 

The whole truth lies in the statement that the Constitution does give the power 
to ratify, and does not give the power to cancel a ratification. This absence of 
power is fatal to the attempt to undo a ratification, whether the attempt be made 
before three-fourths of the states have ratified an amendment, or afterward. 
At all times such an attempt is usurpation, not because it is unreasonable, but 
because it is inexpedient, not because it is illogical, but because it is unauthorized, 
because no warrant for it exists.” 

This same provision which is said to endow the states with this continuing 
discretion to rescind, would uphold a majority of the two houses of Congress 
in withdrawing the Fifteenth Amendment from consideration altogether, at any 
hour before it had been ratified by three-fourths of the states. This is part of 
the unseemliness of a doctrine never conceived in our history before.™ 

George Ticknor Curtis, in discussing the ratification of the Fourteenth Amend- 
ment, pointed out that Secretary Seward in his proclamation declaring the result 
of official documents on file in his department showing ratification of the Four- 
teenth Amendment, invited attention to the fact that the legislatures of Ohio and 
New Jersey, after having ratified the amendment, rescinded their action; that 
this, in the judgment of the Secretary, made it a matter of doubt and uncertainty 
whether such resolutions were not improper, involved and ineffectual for with- 
drawing the consent of the two states, or either of them, to the amendment. He 
said that if the resolutions ratifying the amendment were to be deemed as 
remaining of full force and effect, notwithstanding the attempted rescission, 
then the amendment had been ratified in the manner required by the Constitution. 
On this theory the Congress declared the amendment adopted, although in its 
proclamation it noted that Ohio and New Jersey had passed resolutions with- 
drawing their consent to the ratification.” 

John A. Jameson, in 1866, wrote a rare book on the subject of constitutional 
conventions. He said that the right of a state after a negative vote on a federal 
amendment to recede from it and ratify the amendment, is, upon principle 
unquestionable. By the language of Article V there is conferred upon the states 
a special power. When exercised by ratifying, it ceases to be a power and any 
attempt to exercise it again must be a nullity.” 

The view that rejection forms a barrier in the way of afterwards ratifying 
an amendment has no real foundation. The real question here is what, under 
the Constitution is the consequence of rejection? Does it, or does it not, as to 
the rejecting state, definitely settle the fate of the amendment? A state has the 
right at some time to ratify an amendment submitted to it. That, the author 
says, is precisely what is asked of it by Congress, and it is that which the Con- 
stitution empowers it to do. The authority charged with inspecting such votes, 
therefore, cannot refuse to receive one, certainly if offered within a reasonable 
time, until after a ratifying or three-fourths vote shall have been received.™ 

07 78 Cong. Globe 877 (1868). 

18 89 Cong. Globe 1477 (1870). 

10° Thid. 

110 Thid. 


111d. at 1478-9. 
122 Curtis op. cit. 379-80. 


13 Jameson, Constitutional Conventions, § 579, page 628 (4th ed. 1887). 
114 Td. at § 581, pages 629-30. 
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So. when the state legislature has done the act or thing which the power 
contemplated and authorized—when the power has been exercised—it ceases 
to exist: for the language of the Constitution is that an amendment proposed 
by Congress shall be valid, “when ratified by the legislatures of three-fourths 
of the several states”. When an amendment has been ratified by the legis- 
latures of three-fourths of the states, it has become valid as a part of the 
Constitution and the power of the state legislatures over the subject matter 
is gone. 

If a state were permitted to rescind its act of ratification each state after- 
wards ratifying would have the same right, and one or more of them would 
be pretty certain to exercise it. Such a mode of transacting business of so 
transcendent an importance would be puerile. 

What would be the consequences of withdrawal, the author asks. If a 
state may withdraw its ratification, at what time may it do so? If a change 
of circumstances should occur such as to make a change of its vote desirable, 
before three-fourths of the states have ratified, and if the power were conceded 
then to withdraw, why should not the same power be conceded at any time 
after a three-fourths vote has been obtained, upon a like change of circum- 
stances? That such a rule is not correct was made apparent in 1860 and 1861, 
when the seceding states sought to repeal their several acts of ratification of 
the federal Constitution, passed by their conventions, in some cases seventy 
years before. What was then resisted as improper, in relation to the Con- 
stitution itself, cannot now be conceded as legal and proper in relation to 
amendments to the Constitution. 

Waiving the consideration of principles, the question may be regarded as 
settled by authority, if a resolution of Congress upon it is to be taken as deci- 
sive. By this action, Congress declared the Fourteenth Amendment ratified 
although Ohio and New Jersey had rescinded their acts of ratification. ™ 

Finis J. Garrett, for many years a member of Congress from Tennessee un- 
til his appointment in 1929 as Judge of the United States Court of Customs and 
Patent Appeals, in discussing Article V,"° pointed out that the states have a 
power of their own to initiate amendments independent of Congress, save as 
Congress should become the instrumentality charged mandatorily with the 
execution of their expressed will. It seems to be generally accepted as sound 
law, said he, that a state may reconsider an act of rejection, but not one of 
ratification; that a completed act of ratification removes the subject from the 
forum of the legislature and it may not be recalled; whereas, a rejection is 
not a finality and, pending final action of ratification by the requisite three- 
fourths of the states, any state legislature may reconsider an act of rejection 
either by itself or by one of its predecessors, and ratify. Congress has accepted 
the principle that a state may not reconsider and annul an act of ratification 
once adopted, as in the case of the Fourteenth Amendment, supra page 167. 
In the case of the Fifteenth Amendment, New York was included in the secre- 
tary’s proclamation as a ratifying state, although she had withdrawn her act 
of ratification before he issued it. There were three-fourths without New 
York, however, so that this incident was not of practical legal moment. 

From the beginning of the government under the Constitution in 1789 until 
the close of the 70th Congress on March 4, 1929, a total of 3,113 proposals of 
amendment had been presented.!7 Hundreds of these are duplicates, while 
other hundreds are merely repetitions of proposals made in prior Congresses. 
Almost every article, section and clause of the instrument has, at one time or 
another, been made the subject of proposed amendment. Out of all these pro- 
posals covering a period of 140 years, only twenty-four had been submitted by 


Congress and of these twenty-four only nineteen had been ratified by the requi- 
site three-fourths of the states.’* 


THREE EPOCHS OF CONSTITUTIONAL AMENDMENT 


Former Senator Henry F. Ashhurst (Arizona), in an article in the Saturday 
Evening Post, April 25, 1929, which was published upon the expiration of his 
last term in the Senate, and in which he advocated the ratification of amend- 





115 Jd, at §§ 583-4, pages 632-3. 
16 Garrett, ‘‘Amending the Federal Constitution”, 7 Tenn. L. Rev. 286 (1929) 


117 From 1929 to the end of the 82d Congress on August 18, 1952, 1071 proposals had 
been presented, making a total of 4184. 


18 Since March 4, 1929, the Twentieth, Twenty-First and Twenty-Second Amendments 
have been ratified. 
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ments by the qualified electors of the states instead of by the legislatures, said 
that any amendment should be acted upon within the lifetime of those interested 
in bringing about the change in our fundamental law; that the final action 
should be had while the discussions and arguments are within the remembrance 
of those who are called upon to act.” 

Senator Ashhurst pointed out that there were three epochs of constitutional 
amendments. The first one was with the first ten amendments (1791) and the 
Eleventh and Twelfth (1794 and 1804), the latter two arising from the case of 
Chisholm v. Georgia, 2 Dal. 419, and the tie vote for thirty-five ballots in the 
House between Jefferson and Burr. 

The second epoch, sixty years later, was 1865-1870, in which the Thirteenth, 
Fourteenth and Fifteenth Amendments were proposed and ratified. 

orty years thereafter came the third epoch, with the Sixteenth, Seventeenth, 
Eighteenth and Nineteenth Amendments (1909-1920). 


HAVE WE THE WISDOM TO SOLVE THE PROBLEM ? 


in 1787 a small group of men put their minds to a task never before undertaken 
in history and laid the foundation for a temple of liberty, both for this country 
and as an example for all other brave and enlightened nations. They would 
build for the ages a government of individual liberty for mankind. 

For more than a century and a half, through war, depression and internal strife, 
that temple has survived. Its builders knew it could not be perfect, as no work 
of man is perfect. Noting the tumult and revolution which many nations had 
suffered in order that a change in their form of government might be brought 
about when no such provision was contained in its charter, the Founders pro- 
vided for a method of amendment, but only at the hands of the people who had 
delegated to the Federal Government the limited powers deemed necessary to 
preserve their liberty. 

That temple is now threatened through the unlimited power to tax extended to 
their government by the people, a power over which Congress by its own admis- 
sion has lost control. The fear of the Founders has been realized. 

“When you give power, you know not what you give,’ thundered Patrick 
Henry. 

When the people in 19138 gave to Congress the unlimited power to tax they 
knew not what they gave. 

What is our remedy? By what peaceful means can we regain our liberty— 
liberty of mind and soul, which we have lost? 

We invoke the wisdom of the Founders. They provided a method by which 
the people can regain powers which they have extended to Congress and which 
Congress has used in a way destructive of their liberties. 

That method is the provision in Article V for a constitutional convention. 
Such a convention may lack the characters that met in 1787 to set up a model 
government for all the world. 

Will Congress in orderly course submit to the people an amendment to institute 
again a limitation over its power of taxation, or shall they demand for the first 
time in our history that Congress call a constitutional convention to end its 
oppressive powers? 

The issue is before us. Have we the vision and the wisdom to solve it? 

Mr. Smiruey. Also to be submitted for the record are the following: 

Letter dated April 27, 1956, from Hollywood Women’s Republican 
Club. 

Telegram dated April 25, 1956, from A. P. Fant, Jr., New 
Orleans, La. 

Telegram dated April 23, 1956, from We The Mothers Mobilized 
for America. 

Letter dated April 28, 1956, from Association for the Balance of 
Political Power, Inc. 

Letter dated April 26, 1956, from Dames of the Loyal Legion of 
the United States of America with attached resolution. 


119 72 Cong. Rec. 3068 (1930). 
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Resolution adopted by Thirtieth Women’s Patriotic Conference on 
National Defense, Inc., February 16-18, 1956, Washington, D. C. 

Resolution adopted by the American Coalition of Patriotic Societies, 
February 16, 1956, Washington, D.C. 

Resolution adopted by National Society Women Descendants of the 
Ancient and Honorable Artillery Company, April 10, 1956, Wash- 
ington, D.C. 

Letter dated May 5, 1956, from National Society, Daughters of the 
American Colonists with attached resolution adopted April 11, 1956. 


HOLLYWOOD WOMEN’S REPUBLICAN Cuma, 
Hollywood, Calif., April 27, 1956. 
SENATE JUDICIARY COMMITTEE, 
Senate Office Building, 
Washington, D.C. 
(Attention: Mr. Wayne H. Smithey, Clerk.) 

GENTLEMEN: By resolution unanimously passed in June 1955 by the board of 
directors and membership of this organization, we are on record as favoring the 
repeal of the Federal income-tax amendment to the Constitution or a very 
definite reduction in the rates and scope of operation; also that Congress and 
the administrations reduce expenditures to come within the revenues of sensible 
taxes. 

Kindly put us on record as favoring the Reed-Dirksen resolution to so amend 
the Constitution and we urge that your committee make a favorable report on 
this resolution. 

Respectfully submitted. 

Mrs. GeORGIANA CASE, 
President. 


NEW ORLEANS, LA., April 25, 1956 
WILLIAM LANGER, 
Subcommittee, Senate Judiciary, 
Senate Office Building, Washington, D. C.: 

Request favorable action on amendment proposing 25 percent Federal ceiling 

tax, 
A. BP. Pant, Jr. 
Curcaeo, ILx., April 23, 1956. 
Hon. JAMES O. EASTLAND, 
Subcommittee of the Judiciary Committee of the United States Senate, 
Washington, D. C.: 

We the Mothers Mobilized for America protest against a constitutional amend- 
ment to limit Federal income tax to 25 percent. We stand unequivocally on the 
Constitution. We demand the repeal of the 16th amendment en toto. Let us 
hear T. Coleman Andrews program. 

WE THE MorHeERS MOBILIZED FOR AMERICA, 
By EMMA GRAB. 





ASSOCIATION FOR THE BALANCE OF POLITICAL PoweER, INC., 
Los Angeles 48, Calif., April 28, 1956. 


UNITED STATES SENATE JUDICIARY COMMITTEE, 
Wayne H. Smithey, Clerk, 
Senate Office Building, Washington, D.C. 

GENTLEMEN: This organization is on record favoring the repeal of the Federal 
income tax or a definite reasonable limitation of the rates and operation. We urge 
that you make a favorable report on the Reed-Dirksen amendment to provide for 
same. 

Respectfully, 
ARTHUR E. Cask, President. 
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DAMES OF THE LOYAL LEGION OF THE UNITED STATES OF AMERICA, 
Washington, D. C., April 26, 1956. 
WayNE H. SMITHEY, 
Clerk, Senate Judiciary Committee, 
Senate Office Building, Washington, D.C. 


My Dear Mr. SmitHeY: The National Society, Dames of the Loyal Legion 
of the United States of America, request that the enclosed resolution, passed at 
their recent annual assembly here in Washington be placed in the hearing record 
on the Reed-Dirksen amendment. 

Thanking you, I am 

Very truly yours, 
DoroTruy B. WAIDE, 
National Re corde . 


REED-DIRKSEN AMENDMENT 


Whereas since World War I our Constitutional Republic of limited powers, 
the priceless heritage of the Founding Fathers, has been gradually replaced by 
a powerful centralized Government responsive only to selfish pressure groups 
seeking socialistic handouts at the expense of the taxpayers; and 

Whereas the trend toward big government, the welfare state and international- 
ism now costs American taxpayers more than $65 billion a year in addition to a 
national debt of $280 billion, an amount equal to the assessed valuation of all 
the property in the United States ; and 

Whereas extravagant Government expenditures, deficit financing, inflation of 
the dollar, ruinous taxation and a mounting public debt all combine to lower 
our living standards, threaten our national solvency and endanger our survival 
as a free people; and 

Whereas it is imperative, if we are to preserve our American way of life, that 
we set a constitutional limit to the taxing powers of the Federal Government 
and restore that power to the States where, under the vigilant eye of the local 
taxpayer, public services will be efficiently, honestly and economically admin- 
istered: Therefore be it 

Resolved, That the National Society, Dames of the Loyal Legion of the United 
States of America, approves in principle the Reed-Dirksen proposal for a con- 
stitutional amendment limiting the power of Congress to tax incomes and in- 
heritances; and be it further 

Resolved, That the National Society, Dames of the Loyal Legion of the United 
States of America, urges the Congress of the United States to vote for the 
adoption of the proposed Reed-Dirksen constitutional amendment. 


RESOLUTION ADOPTED BY 30TH WOoMEN’s PATRIOTIC CONFERENCE ON NATIONAL 
DEFENSE, INC., FEBRUARY 16, 17 AND 18, 1956 


RESOLUTION NO. 15——-REED-DIRKSEN AMENDMENT 


Whereas since World War I our Constitutional Republic of limited powers, 
the priceless heritage of the Founding Fathers, has been gradually replaced by 
a powerful centralized Government responsive only to selfish pressure groups 
seeking socialistic handouts at the expense of the taxpayers; and 

Whereas the trend toward big government, the welfare state and internation- 
alism now costs the American taxpayer more than $65 billion a year in addition 
to a national debt of $280 billion, an amount equal to the assessed valuation of all 
the property in the United States; and 

Whereas extravagant Government expenditures, deficit financing, inflation of 
the dollar, ruinous taxation and a mounting public debt all combine to lower 
our living standards, threaten our national solvency and endanger our survival 
as a free people; and 

Whereas it is imperative, if we are to preserve our American way of life, 
that we set a constitutional limit to the taxing powers of the Federal Govern- 
ment and restore that power to the States where, under the vigilant eye of the 
local taxpayer, public services will be efficiently, honestly and economically 
administered: Therefore be it 
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Resolved, That the 30th Women’s Patriotic Conference on National Defense, 
Inc., approves in principle the Reed-Dirksen proposal for a constitutional amend- 
ment limiting the power of Congress to tax incomes and inheritances: and be 
it further 

Resolved, That the 30th Women’s Patriotic Conference on National Defense, 
Inc., urges the Congress of the United States to vote for the adoption of the 
proposed Reed-Dirksen constitutional amendment. 


AMERICAN COALITION, 
Washington, D. C., April 24, 1956. 


Dear Mr. SMiturcy: If possible, may the resolution enclosed, and identified, 
be inserted in the hearings held today. 
Very truly yours, 
MADALEN D. LEETCH, 
Secretary. 





RESOLUTIONS OF THE AMERICAN COALITION OF PATRIOTIC SOCIETIES 
Adopted at its annual convention, Washington, D. C., February 16, 1956 


It is expected that each participating organization will exert every effort to 
bring the information contained in these resolutions to its members, and through 
them to mobilize activity in support of American principles. 


I. DEDICATION—*TAKE TIME TO SERVE YOUR COUNTRY” 


Whereas the forces which are undermining our Republic and corroding our 
freedoms are wielding an influence completely disproportionate to their numerical 
strength, because they are organized, zealous and articulate ; and 

Whereas the overwhelming majority of the American people are loyal, patriotic 
citizens, but so involved with the affairs of everyday life that they do not take 
time either to become fully informed concerning the great issues facing our 
Republic or to participate actively in the defense of our freedoms: Therefore 
be it 

Resolved, That the theme of action adopted by this 26th Annual Meeting of 
the American Coalition of Patriotic Societies shall be: “Take Time to Serve 
Your Country.” In the furtherance of this theme you are urged (a) to take 
time to serve your country by becoming informed on the issues, (0) to take time 
to serve your country by registering your voice for liberty in organizations, gov- 
ernmental councils and at the @rossroads of America, and (c) to take time to 
serve your country by enlisting others in the crusade. 


II. NATIONAL SOVEREIGNTY 


Whereas loyal Americans are proud of their great Republic and the liberties 
which they have enjoyed under a constitutional system of government ; and 

Whereas strong, determined forces are promoting the entrance of the United 
States into various types of international organizations, unions and associations 
resulting in the growth of socialism at home and ultimate world Socialist gov- 
ernment in which the sovereignty of the United States would be relinquished 
and freedom lost : Therefore be it 

Resolved, That the American Coalition of Patriotic Societies resists without 
compromise all socialistic schemes at home and any relinquishment of the sover- 
eignty of the United States under any guise to a world government which would 
be Socialist-Communist dominated. 


III. CONSTITUTIONAL AMENDMENTS * 


Resolved, That the American Coalition of Patriotic Societies supports the goals 
of the following proposed constitutional amendments : 

1. Bricker amendment, to prevent the overriding of our Constitution and of 
domestic law by means of the treaty power. 

2. Reed-Dirksen amendment to limit the taxing power of Congress. 

3. Byrd-Bridges amendment to limit congressional spending to estimated 
receipts. 


1 For further information ask for material on the campaign for the 48 States. 













TAXES ON INCOMES, INHERITANCES, AND GIFTS 117 







IV. PRESERVATION OF BASIC INSTITUTIONS 


















Whereas the weakening or cheapening of the home, the church, the school, the 
courts, the corporations, the unions, and other institutions basic to a free society ; 
and 

Whereas the drives toward socialism and communism result in a leveling pro- 
cess of collectivism or group dynamics which stifle freedom and enterprise: 
Therefore be it 

Resolved, That the American Coalition of Patriotic Societies examine and ex- 
pose any and all socialistic and other trends that would destroy the basic institu- 
tions of a vigorous and free society such as that enjoyed by the United States 
of America. 
Vv. 





PRESERVATION OF BASIC CUSTOMS 





Whereas Christianity has always been the inspiration and moral bulwark of 
this Republic: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies takes a firm and 
unmistakable stand toward preserving such customs as the singing of Christmas 
carols, display of the nativity scenes, Creches. and other symbols celebrating 
the birth of Christ. 





VI. M’CARRAN-WALTER IMMIGRATION AND NATIONALITY ACT 




















Whereas the Immigration and Nationality Act which was passed by the Con- 
gress over a Presidential veto (Public Law 414, 82d Cong., 2d sess.) after exten- 
sive study and investigation by the appropriate committees of the Congress and 
a staff of experts, has proved to be fair, sound legislation designed to protect 
this country from undesirable aliens and to preserve the cultural integrity of 
this Republic: and 

Whereas this monumental law is a principal object of attack by Communist, 
hyphenated-Americans, one-worlders, intellectual pinks and politicians seeking to 
favor so-called nationality bloes ; and 

Whereas there are pending in the Senate and House Judiciary Committees a 
series of amendments which would emasculate the principal safeguards of the act, 
destroy the national origins quota system and make immigration a right rather 
than a privilege: and 

Whereas Communist, leftwing and other organizations bent knowingly or un- 
wittingly on the destruction of this Republic, are working feverishly to cause 
these amendments to be adopted: Therefore be it 

Resolwed, That the American Coalition of Patriotic Societies reasserts its 
complete confidence in and support of the MeCarran-Walter Act of 1952, and its 
vigorous opposition to any weakening amendments whatsoever. 























. VII. REFUGEF LAW 








Whereas the United States since World War IT has received in excess of 1 mil- 
lion displaced persons and refugees, over and above regular immigration quotas ; 
and 

Whereas the current Refugee “Relief” Act is in fact a surplus population act 
because there are not sufficient qualified refugees to meet the quotas established 
by this act ; and 

Whereas it is nothing more than a deception to circumvent the regular immigra- 
tion laws under the guise of assisting refugees in order to attempt to solve 
Europe’s population problems: and 

Whereas this chipping away of the immigration system is creating indigestable 
alien blocs in this country and threatening its cultural integrity: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies opposes any ex- 
tensions or enlargements of the Refugee Relief Act as being inimical to the best 
interests of the United States. 


VIII. UNESCO 










Whereas the American Legion has recently documented and exposed UNESCO 
as a propaganda medium that encourages world citizenship and the undermining 
of loyalty of young Americans for their great country: Therefore be it 

Resolved that the American Coalition of Patriotic Societies reaffirms its own 
opposition to UNESCO teaching materials, commends the American Legion on its 
stand and urges the Congress of the United States to withdraw financial support 
of UNESCO. 
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IX. ORGANIZATION FOR TRADE COOPERATION (ITO)——A FRONT FOR ONE ECONOMIC WORLD 


Whereas the Congress of the United States abdicated its constitutional respon- 
sibility to regulate foreign commerce when it granted the executive branch of 
Government authority to enter into trade agreements under the so-called Recipro- 
cal Trade Agreements Act of 1934; and 

Whereas the General Agreement on Tariffs and Trade (GATT), a multilateral 
trade agreement of 1940 entered into by 35 countries, including India and Czecho- 
slovakia, was not submitted for congressional approval ; and 

Whereas, because GATT has proved too cumbersome* and unworkable, the 
executive branch of the Government initiated and is demanding United States 
membership in a new edifice of international trade administration to be known 
as the Organization for Trade Cooperation (OTC), consisting of an Assembly, an 
Executive Committee, and a Secretariat, thereby creating a permanent bureau- 
eratic trade organization, controlled by an international state, in which the 
United States would be outvoted, its system of free enterprise subverted, and its 
resources dissipated throughout the world: and 

Whereas the plan of international socialism is to divide the resources of the 
world among all people “for the final triumph of socialism,” * and the OTC bids 
well to do just that: Therefore be it 

Resolved, That.the American Coalition of Patriotic Societies opposes the par 
ticipation of the United States in the so-called Organization for Trade Coopera- 
tion (OTC) and urges the Congress of the United States to resume its constitu- 
tional responsibility to regulate foreign commerce. 


X. INTERNATIONAL LABOR ORGANIZATION (ILO) 


Whereas individual liberty is guaranteed every American under the Bill of 
Rights of the Constitution and these guaranties assure every American worker 
the right to choose his own employment and working conditions ; and 

Whereas the International Labor Organization is another international debat- 
ing society where the advocates of socialism and communism compete with each 
other for the control of labor, employment, wages, migration, etc., and Communist 
countries have obtained ILO membership wherein the United States is in the 
minority with a voting ratio of 4 American to 32 Communist representatives, 
although paying 25 percent of the budget : Therefore be it 

Resolved, That the American Coalition of Patriotic Societies urges the Con- 
gress of the United States to withdraw American su;jport of the International 
Labor Organization as detrimental to the freedom of American workers and to 
our national defense. and urges members to inform themselves on this important 
aspect of the world Socialist-Communist movement. 


XI. THE GENOCIDE CONVENTION (PACT) 


Whereas, under the so-called Genocide Convention, a proposed treaty pending 
in the Foreign Relations Committee of the United States Senate, citizens of the 
United States could be haled before a court sitting in any part of the world, tried 
without a jury, with a procedure unheard of in English-speaking countries, an’ 
with none of the safeguards of innocence and fundamental rights existing under 
our law: and 

Whereas no need for the sanctions of said Convention (Pact) exist in the 
United States whose laws and customs are already adequate to deal with the 
evils, actual or theoretical, which said Convention is supposed to reach: There- 
fore be it 

Resolved, That the American Coalition of Patriotic Societies hereby requests 
the Senate of the United States to reject decisively the so-called Genocide Con- 
vention (Pact) and requests the President of the United States to withdraw said 
Convention from further consideration by the Senate. 


XII. STATUS OF FORCES TREATY—NORTH ATLANTIC TREATY ORGANIZATION 


Resolved, That the American Coalition of Patriotic Societies urges the Congress 
of the United States to rescind the provision of the NATO Status of Forces Treaty 


that deprives American servicemen of the protection of the United States Con- 
stitution. 


2 State Department Publication 6268 introducing OTC. 
® Joseph Stalin’s Marxism and the National Question, p. 117. 
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XIIT. MENTAL HEALTH LEGISLATION 


Resolved, That the American Coalition of Patriotic Societies urges State and 
local authorities, patriotic leaders, and organizations to study the implications 
contained in and possible abuses under proposed mental health bills pending in 
State legislatures and in the Congress of the United States such as the Alaska 
(Siberia) mental health bill, H. R. 63876. 


XIV. FEDERAL AID TO EDUCATION 


Whereas the local control of education is a bastion of the American heritage ; 
and 

Whereas experience has long demonstrated that this program can be more eco 
nomically and effectively entrusted to crossroads America than to Washington 
bureaucracy ; and 

Whereas such a bureaucracy is contemplated in pending legislation, under the 
guise of Federal Aid to Education, which would surrender the minds of youth 
ultimately to a socialistic bureaucracy : Therefore be it 

Resolved, That the American Coalition of Patriotic Societies opposes all forms 
of Federal aid to education. 


XV. SANCTITY OF JURY ROOMS 


Whereas under the Constitution of the United States and the Federal Rules of 
Civil and Criminal Procedure the right to a jury trial is made and intended to be 
inviolate, and to that end the deliberations of grand and petit juries are intended 
to be private and conducted under the conditions permitting complete freedon: 
of discussion and exchange of opinion among individual jurors ; and 

Whereas the jury recording incident at Wichita, Kans., in May 1954, the playing 
back of certain of the Wichita recordings at a judicial conference at Estes Parks, 
Colo., in July 1955, and newspaper, radio, and other publicity resulting from this 
experiment have created a situation which now threatens and will be a coutinu 
ing threat to the integrity of the jury system and the free and independent 
administration of justice unless this practice is terminated and expressly pro 
hibited by statute: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies expresses its op 
position to jury room recording experiments on the ground that they have a direct 
tendency to bring the administration of justice into disrepute and that they con- 
stitute an unwarranted and dangerous interference with the independence of the 
jury system and the constitutional right to a jury trial: and be it further 

Resolwed, That the American Coalition of Patriotic Societies supports the goal 
of S. 2887, introduced by Senators Eastland and Jenner, to probibit experimental 
or other recording of jury deliberations in the Federal courts, and recommends 
that similar legislation be introduced in State legislatures. 


XVI. ADMISSION OF RED CHINA TO THE UNITED NATIONS 


Resolved, That the American Coalition of Patriotic Societies opposes the ad 
mission of Red China to the United Nations and urges the introduction of a joint 
resolution into the Congress of the United States to abrogate the treaty by which 
the United States became a member of the United Nations, if Red China is ad 
mitted and thus avoid the trap of withdrawal which permits of reentry. 


XVII. DIPLOMATIC RELATIONS WITH THE U. 8. 8S. R. 


Whereas the Soviet Government maintains its avowed purpose of destroying 
liberty throughout the world and bringing all lands and people into the orbit of 
Communist rule: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies reaffirms its con- 
clusion that the United States Government has every right and justification for 
severing diplomatic ties with the Soviet Government and that with a view to such 
action, final and realistic consideration should be given to the subject. 


XVIIL. CONTROL OF COMMUNIST PROPAGANDA 


Whereas the investigations by the Senate Subcommittee on lnternal Security 
reveal that vast quantities of Communist propaganda are regularly being shipped 
into the United States and disseminated without compliance with the labeling 
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requirements of the Foreign Agents Registration Act and of the Internal Security 
Act; and 

Whereas these investigations reveal that this is being distributed in violation 
of the above acts by diplomatic personnel in Iron Curtain consulates and Em- 
bassies : Therefore be it 

Resolved, That the American Coalition of Patriotic Societies urges the Con- 
gress to enact legislation providing for the (1) confiscation of any literature that 
is not labeled in accordance with the requirements of the above acts, and provid- 
ing further (2) that the recall of diplomatic personnel who are engaged in the 
dissemination of political propaganda be demanded by the Government of the 
United States. 


3RONXVILLE, N, Y., April 23, 1956. 
Mr. WAYNE H. SMITHEY, 


Clerk, Senate Judiciary Committee, 
Washington, D. C. 


DEAR Mr. SMITHEY: Will you please see that the resolution No. 15 regarding 
proposed constitutional amendments pertaining to the Reed-Dirksen amendment 
and favoring the limitation of the heavy progressive rate feature of our income- 
tax system, be included in the hearing record ? 

Thank you. 

Sincerely, 
CORNELIA O’BRIEN 
Mrs. John Bayley O’Brien. 


RESOLUTIONS ADOPTED BY THE ANNUAL RENDEZVOUS, NATIONAL SoOcrETY WOMEN 
DESCENDANTS OF THE ANCIENT AND HONORABLE ARTILLERY COMPANY, APRIL 10, 
1956, Wasuincton, D.C. 


I. DEDICATION 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company rededicates itself 
to the preservation of this Republic as a sovereign nation under God. Members 
will take time to serve their country by making their influence felt in clubs, 
churches, and especially in promoting individuals for public office who believe 
in the preservation of the Constitution and in the sovereignty of the United 
States. . 


Il. LOYALTY TO TILE CONSTITUTION 


Whereas the object of the National Society Women Descendants of the Ancient 
and Honorable Artillery Company is to “incite higher patriotism and an un- 
swerving loyalty to our country” under the Constitution of the United States: 
Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company opposes any exist- 
ing or proposed scheme, union, arrangement, undertaking, policy, plan, or legisla- 
tion that is not consonant with the provisions of the Constitution of the United 
States. 


Ill. OPPOSITION TO ANY FORM OF WORLD GOVERNMENT AND ATLANTIC UNION 


Resolved, That the 29th Annual Rendezyous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company opposes any and 
all plans which tend toward the development of any form of world government 
or the strengthening of the United Nations or any international organization or 
ageney which would abolish or limit any of the rights, privileges, or immunities 
now enjoyed by the citizens of the United States, and is opposed to the proposal 
for permanent political Atlantic Union as a step toward Socialist-Communist 
dominated world government with consequent loss of sovereignty of the United 
States. 


IV. INVESTIGATION OF WORLD GOVERNMENT MOVEMENT 


Whereas the Committee on Un-American Activities, United States House of 
Representatives, is authorized under its rules “to make from time to time in- 
vestigations of * * * (2) The defusion within the United States of subversive 
and un-American propaganda that is instigated from foreign countries or of a 
domestic origin and attacks the principle of the form of government as guaranteed 
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by our Constitution and (3) all other questions in relation thereto that would aid 
Congress in any necessary remedial legislation’: Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company urges the Com 
mittee on Un-American Activities of the House of Representatives of the United 
States to conduct an investigation into the various movements for, world govern- 
ment and their promoters whose aim is the destruction of the sovereignty of the 
United States and “attacks the principle of the form of government as guaranteed 
by our Constitution.” 


V. UNESCO AND UNITED NATIONS TEACHING MATERIALS 


Whereas the National Society Women Descendants of the Ancient and Honor 
able Artillery Company is alert to the promotion of world citizenship and world 
government through UNESCO (United Nations Educational, Scientific, and Cul- 
tural Organization) teaching materials and United Nations materials generally ; 
and 

Whereas section 109 of the State Department Appropriations Act prohibits 
spending money for agencies promoting world citizenship and world government ; 
Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company protests the use 
of United Nations and UNESCO materials in schools and in churches and urges 
that materials and information on the dangers threatening our constitutional 
republic as a result of the United States membership in the United Nations be 
also presented.’ And further 

Resolved, That the National Society Women Descendants of the Ancient and 
Honorable Artillery Company urges the Congress of the United States to withhold 
United States contributions to UNESCO and financial support of the National 
Commission for UNESCO and the UNESCO Relations staff and to prevent trans 
fer of funds from the technical assistance program to UNESCO. 


VI. OPPOSITION TO PROPG@SED INTERNATIONAL COVENANT ON HUMAN RIGHTS 


Whereas the International Covenant on Human Rights claims rights which 
stem wholly from the state and excludes property rights, contrary to our Ameri- 
can concept of inalienable God-given rights and is therefore in conflict with our 
eeonomic system: and 

Whereas international tribunals in which American citizens would be in the 
minority would enforce these so-called rights : and 

Whereas such an international covenant would become a treaty and thus the 
supreme law of the land superseding our Bill of Rights: Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company concurs in the 
opinion of the American Bar Association, that the International Covenant on 
Human Rights is not in such form nor of such content as to be suitable for rati 
fication by the United States of America. 


VII. OPPOSITION TO PROPOSED GENOCIDE TREATY AND NEW CODE OF OFFENSES 


Whereas, under the so-called Genocide Convention, a proposed treaty pending 
in the Foreign Relations Committee of the United States Senate, citizens of the 
United States could be hailed by force before a court sitting in any part of the 
world, tried without a jury, with a procedure unheard of in English-speaking 
countries, and with none of the safeguards of innocence and fundamental rights 
existing under our law; and 

Whereas a so-called Code of Offenses Against the Peace and Security of Man- 
kind incorporates many of the provisions of the Genocide Convention including 
an International Criminal Court: Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company opposes the ratifi- 
cation of the Genocide Convention and the Code of Offenses Against the Peace 
and Security of Mankind. 


1See The Turning of the Tides by Shafer and Snow, Long House Publishers. Analysis 
by Americanism committee, American Legion, 2320 Danville. Houston, Tex. The United 
Nations : Planned Tyranny, Dr. Orval Watts, Devin-Adair Publishers. 
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Vill. ADMISSION OF RED CHINA TO THE UNITED NATIONS 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company opposes the admis- 
sion of Red China to the United Nations and urges the introduction of a joint 
resolution in the Congress of the Unitéd States to abrogate the treaty by which 


the United States became a member of the United Nations if Red China is 
admitted. 


IX. ORGANIZATION FOR TRADE COOPERATION (OTC )—A FRONT FOR ONE ECONOMIC WORLD 


Whereas United States membership in a new international Organization for 
Trade Cooperation is being advocated, in which the United States would be 
outvoted, its system of free enterprise subverted, its resources dissipated for the 
final triumph of socialism: Therefore be it 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company urges the Congress 
of the United States to reject membership in the Organization for Trade Coopera- 
tion and to reassume its constitutional responsibility to regulate foreign 
commerce. 

X. NULLIFICATION OF THE STATUS OF FORCES TREATY 


Whereas the NATO (North Atlantic Treaty Organization) Status of Forces 
Treaty deprives American soldiers of the 150-year-old precedent to be tried under 
the protection of the United States’ Constitution and Bill of Rights; 

Whereas American soldiers now in more than 60 countries of the world for the 
defense of foreign people are tried in the courts and under the laws of the 
country of occupation most of which assume an individual guilty until proven 
innocent ; 

Whereas American soldiers are already imprisoned for long terms in foreign 
jails for offenses that would bring much less severe sentences under United 
States law, and their wives and families deprived of all allotments and benefits 
are destitute: There be it : 

Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company urges the Congress 
of the United States to adopt legislation by joint resolution to nullify that part of 
the NATO Status of Forces Treaty that deprives American soldiers of trial rights 
under the protection of the United States Constitution. 


XI. OUTLAW THE COMMUNIST PARTY 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company endorses the effort 
in the Congress of the United States to outlaw the Communist Party, all political 
or subversive organizations or other groups which do or may advocate the over- 
throw of the constitutional government of the United States. 


XII. SUPPORT OF THE M’CARRAN-WALTER IMMIGRATION LAW 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company supports the 
McCarran-Walter immigration law against repeal or crippling amendments urged 
by pressure groups for ulterior purposes. 


XIII. OPPOSING FEDERAL AID TO EDUCATION 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company reaffirms its opposi- 
tion to Federal aid to eduaction in whatever guise and urges continued faith in 
the ability of crossroads America to best know the State and local needs and to 
provide them most economically and efficiently, without the control of a socialistic 
bureaucracy inevitable with so-called Federal aid. 


XIV. SUPPORT OF H. R. 3 RE STATES RIGHTS 


Whereas an effort is being made in the Congress of the United States to stop 
the encroachments of the Supreme Court in the field of legislation and to maintain 
States rights; Therefore be it 
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Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company supports the 
objectives of H. R. 3, a bill that provides that where the Federal Government 
legislates in any area that is also the subject of State legislation, the State law 
shall not be nullified unless the Federal statute specifically so provides, or the 
two statutes are so inconsistent that they could not stand together. 


Resolved further, That a copy of this resolution be sent to Hon. Howard Smith 
of Virginia. 


XV. PROPOSED CONSTITUTIONAL AMENDMENTS * 


Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company endorses the prin- 
ciples and objectives of the following proposed constitutional amendments de- 
signed to redefine and recapture constitutional government and arrest the trend 
to the autocratic state: 

1. Bricker amendment, to prevent the overriding of our Constitution and our 
domestic law by means of the treaty power. 

2. Reed-Dirksen amendment, to eliminate to a large extent the heavy progres- 
Sive rate feature from our income-tax system without impairing the power of 
Congress to raise revenue. This amendment limits the top rate of income taxes, 
but permits Congress to exceed the limit by a three-fourths vote. 

3. Byrd-Bridges amendment, to require annual budget balancing by limiting 
congressional appropriations in any fiscal year to the estimate of receipts of 
the Government for that fiscal year, except in times of dire emergency to be 
determined by a three-fourths vote of Congress. 

4. Mundt-Coudert amendment, or a reform of the electoral college along these 
lines, designed to take away the excessive power now exercised by minority groups 
in larger cities under the present electoral-college system. 

5. Reed-Walter amendment, to give the States full power to originate amend- 
ments to the Constitution. 


XVI. COURTESY RESOLUTION 


Resolved, That the 29th annual rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company send greetings and 
regrets that she must be absent to the president national, Mrs. Lloyd DeWitt 
Smith, and express grateful appreciation to the vice president national, Mrs. 
John Bayley O’Brien, for her fine efforts in behalf of the society and her gracious 
presiding in the absence of the president national; to the Honorable August FE. 
Johansen, the banquet speaker, for his informative talk on defending the Con- 
stitution; to Mrs. Edward Jerome Dies, for her able handling of the banquet 
and luncheon arrangements; to the pages, Mrs. Donald H. Saunders and Mrs. 
Thomas B. Dimmick; and to the chairmen, officers, and members who have come 
long distances to help make this 29th annual rendezvous a success. 


Mrs. WILLIAM SHERMAN WALKER, 

Mrs. ARTHUR C. ‘DYER, 

Mrs. Witutam D. L&EEtTcH, Chairman, 
Resolutions Committee. 


NATIONAL SOCIETY, DAUGHTERS OF THE AMERICAN COLONISTS, 
Fultonville, N. Y., May 5, 1956. 
Mr. WAYNE H. SMITHEY, 
Clerk, Judiciary Committee, 
Senate Office Building, Washington, D.C. 


DeaR Mr. SMITHEY: At the 35th General Assembly of the National Society, 
Danghters of the American Colonists, which was held at the Mayflower Hotel, 
Washington, D. C., on April 11, 1956, there was a resolution adopted which in- 


2We have a choice of continuing every year to write our Congressmen to get them 
to do what they should do, or restore the permanent contract—the Constitution. With 
the contract signed, limiting the powers of Congress to tax and spend, we could feel 
secure. With such limitation we will improve government because we will reduce the 
amount of it. States have everything to gain and nothing to lose by adopting these 
proposed amendments. Please bring them to the attention of your State legislators. 
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cluded the Reed-Dirksen amendment, a copy of which is enclosed, and the chair- 
man, Mrs. Lammers, has requested it be made a part of the hearing record. 
I do hope it has reached your office in time for the meeting. 
Sincerely yours, 
LAURA YATES FINEHOUT, 
National Recording Secretary. 


RESOLUTION XIV—PrRopPOsED CONSTITUTIONAL AMENDMENTS 


Resolved, That the 35th General Assembly of the National Society, Daughters of 
the American Colonists support the goals of the following proposed constitutional 
amendments and States rights and arrest the trend to the autocratic state; 

1. The Bricker amendment, to prevent the overriding of our Constitution and 
our domestic law by means of the treaty power. 

2. Reed-Dirksen amendment, to eliminate to a large extent the heavy progres- 
sive rate feature from our income-tax system without impairing the power of 
Congress to raise revenue. This amendment limits the top rate of income taxes, 
but permits Congress to exceed the limit by a three-fourths vote. 

3. Byrd-Bridges amendment, to require annual budget balancing by limiting 
congressional appropriations in any fiscal year to the estimate of receipts of the 
Government for that fiscal year, except in times of dire emergency to be deter- 
mined by a three-fourths vote of Congress. 

4. A reform of the electoral college along the lines of the Mundt-Coudert amend- 
ment, designed to take away the excessive power now exercised by minority 
groups in larger cities under the present electoral-college system. 

5. The Reed-Walter amendment, to give the States power to originate amend- 
ments to the Constitution. 


Resolved, That this be sent to majority and minority leaders of both the 
Senate and the House. 
MAYMIE JD. IAMMERS, 
(Mrs. Edwin Stanton), 
National Chairman, Resolutions Committee, 
Daughters of the American Colonists. 


Senator Lancer. The subcommittee is adjourned. 

(Whereupon, at 1:35 p. m., the subcommittee adjourned. ) 

(The following statement was subsequent!y submitted for the 
record :) 


STATEMENT OF Pati O. PETERS, RESEARCH CONSULTANT, WASHINGTON, D. C. 


Mr. Chairman and members of the subcommittee, my name is Paul O. Peters, 
a research consultant, with offices at 606 National Union Building, Washington, 
D.C. I reside at 5825 North Four Mile Run Drive, Arlington, Va. 

It is a privilege for an American citizen to be able to come before a committee 
of the United States Senate to express individual and personal opinions with 
respect to legislation pending before this upper House of Congress. Therefore. 
I am deeply appreciative of this opportunity to submit my thinking on the need 
for the enactment of Senate Joint Resolution 25 at the present time. 

The basic issue here involved is “Shall the Federal Government have power 
unlimited to appropriate through the taxing processes to the public uses, the 
incomes of the Nation?” 

Senate Joint Resolution 23 merely gives the assent of the Congress to a referen- 
dum on this income-tax question by the legislatures of the respective States, and 
while this referendum involves the repeal of the 16th amendment to the Constitu- 
tion and substitutes therefore a new amendment limiting the power of Congress 
to tax incomes beyond 25 percent except by vote of three-fourths of all Members 
of Congress and then only in time of war or dire national emergency. 

Mr. Chairman, it is my opinion that the lack of control over the power of the 
Federal Government to tax the earnings of the people, specifically called in- 
comes, has led to inefficiency, m'xmanagement and waste in Government. 

The very fact that the Congress Knows that it has the power to either raise 
the money by the taxing process or borrow it on the faith and credit of the United 
States, which means we, the people, has served as an incentive to bigger and 
bigger budgets, and the build up of the bureaucracy in the Federal Government 
faster than the growth of the population. 
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By permitting the basic issue involved in Senate Joint Resolution 23 to go to 
the State legislatures for their approval or rejection, the Congress will have 
taken a forward step looking to the preservation of our representative republican 
form of government from being overwhelmed and submerged in the bureaucracy 
Which has been built up during the past 25 years and which feeds generously 
upon the production of all Americans diverted to the public uses by Uncle Sam's 
tax collectors. 

Unless some limits are placed upon the taxing powers of the Federal Govern- 
ment our whole economic system may collapse because when governments 
Federal, State and local—take for their uses more than 25 percent of the total 
national production, the incentive to produce grows less and less, the impact of 
governmental spending contributes to inflationary cycles which depreciate or 
lower the purchasing power of the medium of exchange measured in dollars of 
any given period. 

Mr. Chairman, the interest on our present public debt is around $7 billion a 
year. That amount is greater than the total cost of the Federal Government 
in any peacetime year prior to 1937. In the past 25 years the Federal Treasury 
operated with deficits in all but 8 years. Yet during the past 25 years our 
Government has spent billions of dollars which it would not have been able to 
spend had there been a limitation on the power of Congress to appropriate and 
raise the money later by taxing and borrowing. 

In support of the argument I make for submitting Senate Joint Resolution 23 
to the States in a referendum, I offer as evidence a table showing that during the 
fiscal year 1954, ended June 30, 1954, the Federal internal revenue collections 
totaled $70,299,651,505 and but $4,284,380,522 or 6.09 percent was sent back to 
the States as grants-in-aid or checks to individuals. 

Now that 6.09 percent was to take care of agricultural benefits, old-age assist- 
ance, aid for the blind, aid for veterans (including readjustment benefits) and 
all the other programs in which the Federal Government cooperates with State 
and local governments. This table follows: 


[Informational Bulletin No. 109. Series 1955) 


Federal Internal Revenue collections for the fiscal year 1954 by States, compared 
with reported grants-in-aid to State and local governments, and Federal aid 
payments direct to individuals within the States other than loans 


Compiled from original Treasury Department reports by Paul O. Peters. Copyright 1955. 


orts | Publication 
reserved to clients of Washington News Bulletin) 









Internal reve- | Grants-in-aid Percent of 
State nue collection, | and payments | collection 
| 1954 to individuals 
Alabama.__- | $382,124,245 | $101,724, 549 26. 63 
Arizona- -- | 163, 109, 922 35, 312, 876 21. 65 
Arkansas ;, 159, 038, 6% 74, 815, 989 47.04 
California __- . 5, 356, 962, 5: 365, 628, 481 6. 82 
Comreado....-..-< 630, 733, 70, 772, 160 11. 22 
Connecticut - - -------- 1, 294, 672, 322 | 33, 238, 975 2. 57 
Delaware--.--... ; 905, 492, 783 7, 140, 158 79 
Florida mee . 679, 614, 998 90, 964, 796 13. 38 
Georgia. : | 704, 638, 743 | 120, 666, 563 17. 11 
Tdaho._-- tiSiwsies : e 107, 413, 677 | 30, 914, 110 28.79 
Iilimais.---- -- - -- ies 5, 784, 810, 533 2. 93 
Indigna. -- ; 5 edicts 1, 607, 755, 381 4. 64 
lows... _ - - i haccan M F | 530, 865, ¢ 12. 48 
Kansas- - - - : cen . a piesa 505, 978, 720 | 13. 75 
EE ee eee a ae ieee : | 1,335, 529, 044 | 6. 58 
Louisiana high a's dntbin cheeenae noma tees ee 544, 661, 418 | 22. 87 
URIS 25h pera sladebkene a bide ch bad Da his abs | 171, 409, 103 14. 99 
Maryland-District of Columbiz , Cebskene series 1, 916, 563, 312 3. 47 
DEGREE 5 oe «ons <0 comes ; ays eal 1, 911, 799, 037 5.91 
Michigan _. = oe ate ace tee eu toeee | 6, 123, 942, 540 2.04 
| ee Oe et ee ae ee id pe Paw 1, 065, 846, 786 | , 016 7.48 
MONS 9:5 - 635. cmn ss a dare en gesice Sheen “i 140, 578, 542 | 306 53. 23 
Missouri. --- -- (eta odes ape Sommaceunst kat tiie 537 9, 23 
No hie kc cabinet ica, Sepa dacs ack eee | 117, 373, 973 78, 044 27. 32 
Nebraska. - - - -- cccakat ican aen eens — 411, 706, 493 , 683 10. 05 
| a alain thiara debe sebeaeie cates wae ‘ 84, 830, 400 53, 680 | 17. 86 
De NN os oe sctimisme ay OA ed 125, 438, 126 14, 210, 842 11. 32 
New Jersey_-...---- canes Se ucaar nian a 2, 069, 575, 232 65, 116, 871 3.14 
OE EEE EEE ey: 106, 907, 839 47, 162, 579 45. 01 
oe cota tnetenteeee rane .-----| 18, 180, 952, 872 278, 284, 655 | 2.11 
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Federal Internal Revenue collections for the fiscal year 1954 by States, compared 
with reported grants-in-aid to State and local governments, and Federal aid 
payments direct to individuals within the States other than loans—Continued 

















Internal reve- | Grants-in-aid | Percent of 
State nue collection, | and payments | _ collection 
1954 | to individuals 
sapsoncaconpsep snide tien ie ~J | - 
On cain binmhinneanenunniln amma ee cdmninnind $1, 550, 838, 627 $99, 271, 372 | 6. 40 
SEE x cn wer ands 5155 spienka tw sdaniceveeacnnennan 64, 345, 530 | 30, 253, 389 47. 02 
Ohio Wetes sda isis teiGesccseee 4, 734, 325, 743 167, 441, 776 | 3. 54 
Oklahoma. “a —— d bbe aking i 628, 700, 544 105, 166, 474 | 16. 72 
Oregon --- Screed sales ess pent ; 430, 015, 645 | 59, 424, 035 | 13. 82 
Pennsylvania--_------- 5, 351, 690, 024 182, 431, 518 3.43 
Rhode Island Bt: i ‘ 298, 041, 104 18. 555, 356 | 6. 23 
South Carolina . = aaa oad 254, 160, 017 | 63, 869, 171 25. 13 
South Dakota. -------- er ee ; 71, 646, 697 | 26, 271. 447 36. 67 
Tennessee ; ie vratewee siemens phd atag siete 512, 538, 518 102, 775, 643 20. 05 
Toren Pe TERS ees A -| 2,193, 724,847 | 257, 217. 880 11.72 
i =e ieee enniesek pic hbeibdile ital ascieiewiaa 151, 294, 119 34, 833, 327 23. 02 
Vermont- ‘ - - : 76, 326, 845 12, 459, 085 16. 33 
Virginia _ _-- s hued - ‘ | 1,075, 374, 579 | 76, 616. 338 7.12 
Washington-Alaska____- era : : 832, 402, 029 99, 677, 627 11.97 
West Virginia---_-- - ae 295, 062, 486 | 48, 700, 278 16. 51 
Wisconsin _- -- ‘ ins ns ieielng ---| 1,305, 847, 430 80, 686, 028 6.17 
Wyoming . ; ; a 57, 331, 138 25, 259, 193 44.06 
Hawaii enh ‘ were pb reewsvcbdiamsebiwss 136, 174, 863 29, 038, 862 21. 32 
Adjusted items. - salis oxne kbocealbak ou iehbes Das 379, 660, 714 98, 212, 287 26. 00 
Total internal revenue, 1954_-- ee Saal LR nD nce mune 
Total grants-in-aid and payments to persons fiscal | 

WORE BIRO snow ncaa atl eam sin'te se ns ty iioilatelanina wee hk Gil | ee ies e---~| 4,284, 380, 522 |......-. 

Average percent returned...............-.-.-....... leiaeeseemaeeese | el awae—esiiee | 6.09 


Notes. Report for Maryland included internal revenue collections from Puerto Rico and the District 
of Columbia, and the report for Washington State included collections from Alaska and grants-in-aid and 
payments to persons in Alaska, totaling $11,232,846 for fiscal 1954. 

An analysis of the figures in this bulletin indicates that 11 States paying $44,881 579,779 in internal revenu: 
in 1954 received back less than the average return of 6.09 percent for fiscal 1954. 

Details will be provided in a future bulletin. 


Mr. Chairman, during the past 6 fiscal years while our Government returned 
but $27,543,126,692 as grants-in-aid and checks to individuals here at home, we 
spent a reported total of $32,660,715,000 for the various foreign aid programs 
presently in operation. These expenditures are shown by the table following: 


{Informational Bulletin No. 94, Thursday, May 10, 1956, series 1956] 


“INTERNATIONALISTS IN CONTROL OF AMERICAN GOVERNMENT HAVE APPROPRIATED 
MorE FOR FOREIGN Alp THAN GRANTS-IN-AID TO OUR OWN PEOPLE 


“An examination of appropriations and spending for foreign aid in the post- 
war period from fiscal 1950 through fiscal 1955 reveals that the Congress has 
appropriated more money for foreign aid by over $5 billion than it has pro- 
vided for return as grants-in-aid to the States plus checks to individuals. 

“The programs for aid to the States and local governments include such vital 
programs as aid to agriculture including the national school lunch program: 
aid for education; public health services of all kinds; grants for old-age assist- 
ance, aid to the permanently and totally disabled, aid to dependent children 
and all the other social-security programs not covered by insurance; grants for the 
building and maintenance of the public road system; and payments direct to 
veteran and other Americans other than loans. 

“Every American program for aid to our own people, who are being milked 
of their dollars both directly and indirectly to support the foreign aid programs 
all over the world has been carefully scrutinized by the appropriating committees 
of Congress. Just how much of our governmental spending for foreign aid is 
being used is somewhat of a mystery because the funds are appropriated to 
the President, which is a boost in the continuing rise in Executive power that 
characterized the advent of the New Deal. 





TAXES ON INCOMES, INHERITANCES, AND GIFTS 


“The true story of aid to Americans versus aid to foreign countries is shown 
by the table following: 


| Grants-in-aid Reported | Grants-in-aid Reported 
Fiscal year | plus checks to expenditures |} Fiscal vear plus checks to 


lus chi l , expenditures 
| individuals for foreign aid || individuals 


for foreign aid 


$5, 518, 879, 345 5, 842, 592, 000 | ‘ $4, 284. 380, 522 $5, 137, 255, 000 
4, 850, 097, 620 6, 263, 188, 000 4, 504, 669, 200 4, 486, 203, 000 
4, 241, 158, 202 4, 595, 477, 000 — — . 

4, 053, 941, 794 6, 336, 000, 000 _.| 27, 543, 126, 692 


32, 660, 715, 000 


“This table should be sufficient reason to close Uncle Sam's international gift 
shop now.—-PAUL QO. PETERS.” 

Mr. Chairman, in special studies recently completed, I have traced over one 
half of our present public debt directly to foreign-aid cost between the ending of 
World War II and the present time. A summary of my findings is offered for 
the record as appendix I to my statement. 

Mr. Chairman, I think most economists realize that our present situation 
is one fraught with danger. The $84.5 billion inventory of capital, producer, 
durable and consumer goods on hand when coupled with a $10 billion inventory 
of surplus agricultural commodities should be cause for alarm. Our Govern- 
ment has been following the formula expressed by the late Harry Hopkins to 
“Tax and tax, and spend and spend, and elect and elect,” for too long a time. 

We need to have this whole taxing problem referred back to the people in 
the States who earn the incomes that are now being taxed to support big Gov- 
ernment and the bureaucracy which it has bred. 

Therefore, Mr. Chairman, I implore your subcommittee to act while yet there 
is time to favorably report out Senate Joint Resolution 23 to the full commit- 
tee so that the Senate may have an opportunity to act upon the resolution at 
this session of Congress. 


APPENDIX I 
{Informational Builetin No. 91, Monday, May 7, 1956, series 1956] 
More THAN ONE-HALF OF THE PUBLIC DEBT DIRECTLY CAUSED BY FOREIGN AID 


When administration spokesmen go before congressional committees to plead 
for new appropriations and authorization to extend our present foreign aid pro- 
grams, they will not tell the committee that more than one-half of the present 
backbreaking public debt was caused by our foreign aid programs arising from 
World War I, during and since World War II and including the interest we paid 
on money the Government had to borrow to make foreign aid possible. 

Several weeks ago we made a compilation showing just how much our gov- 
ernment has spent in the several programs since 1917: 


Foreign aid costs: Summary 1917 to Apr. 26, 1956 


Indebtedness arising from World War I_-------~-~- _. $17, 590, 468, 752 
Lend-lease disbursements World War II ‘ Ce 42, 020, 779, 261 
Postwaf foreign air (grants and credits) _-__-__-_-_--_-__--___ 54, 021, 403, 019 
Advances to International Bank and Monetary Fund__ 3, 385, 000, 000 


bar dacs Catch tatastae talon easendins 117, 017, 651, 032 


Principal investment___-_- 


Subsidiary costs: 
Interest on money borrowed for the foreign aid pro- 
grams (estimate) saciid 18, 606, 524, 210 
Interest on interest (deficit periods) — 8, 043, 000, 000 


26, 649, 524, 210 


Grand total, cost of foreign aid_..._....._.._........_..__. 148, 667, 175, 242 


We do not favor giving away one additional dime beyond what has already 
been authorized by Congress. The unexpended balances as of June 30, 1955, 
amounted to $8,265,119,676.58. New appropriations for fiscal 1956 totaled 
$2,703,141,750. Expenditures to April 26 totaled $3,242 million so that unex- 


wom 


pended balances as of now are about $7,725 million. 


Xx 








